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ROY.L COMMISSION ON COAL 


Syoney, Ness, 
Septcmber 20, 1945, 


Tho Royal Commission on Coal convenod at the Court Housc, 


Sydney, N. Se, on Tursday, September 20, £9495, 86<10000 4. Me 
PRESENT: 


K, 


ds 


db 


Hon. Mr. Justicc W. F, Carroll, Chairnan 

Hon. Mr. Justico C. C, McLaurin, Commissioner 
sngus J. Morrison, Esq., Comnissioncor 

Jd. Jd. Frawley, K.C., Commission Counsel 

J. L. Dubinsky, assistant Counsel 

Robert D. Howland, Scerctary 


L. aw Forsyth, K.0., representing Dominion Stoel and Coal 
Corporation Linited 


J. Le Cohen, K.C., representing United Mine Workers of 
America, District 26. 

J. MORRISON - Cross Exemination continucd by Mr. Cohen. 

Mr. Morrison, we werc discussing the material on page 12 of 

Exhibit 205 yestcrday, and refcrence was made to the stan~ 

dard profit, that is the period used as the basis for cone 

puting the standard profit in rospect to which excess profit 

is calculated? 

Yess 

Now in respect to this company, that is the Dominion Coal 

Company, wes that period taken indicated here, that is the 

period 1936 to 19397 

Well, thet poriod is set by the department as applying to 

all companics. 

Well, unless there is some specific errangenent made with 

any company thet mey clain that that period doesn't properly 

or truthfully reflect the profit that they should be con 


sidered entitled to make. That is so, isn't it? 
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Well, ycos, the period is not the thing that is involved, 

I didn't ask only about the period. I asked if in this ease 
excess profit is being paid to the governncnt on the basis 
of the actual profit they earned during that een or is 
there a special arrangcrent? 

There is an arrangenent that is provided for in the Incone 
Tax «act whereby a company makes an application to a board of 
referecs and is awarded a stamdard profit. 

Jill right. Nowwhat standard profit, if eny, was awarded to 
the Dominion Coal Company? 

In Exhibit 4 for Identification, Statement A under "Balance 
Sheet" shows the partimlars of the standard profit awarded 
by the board of referces in the amount of $1,000,000.00. 
That is for the Dominion Coal Company alone? 

and subsidiarics. 

nnd its subsidiaries? 

Its subsidiarics. 

Just so I can be clear about it, are the companies named on 
page 1 of Exhibit 205 the only companies considered to be 
subsidiarics of Dominion Coal Company Linitcd? That is the 
Dominion Coal Company, Cumberland Railway and Coal Company, 
Sydney and Louisburg Railway and the Dominion Rolling Stock 
Conpmy? Now then, whcre is the standard profit statement? 
That statcencnt "4" aftor Statemcnt No. 10 under "Balance Sheet". 
ind that you say covers Dominion Coal Company Limited, Cum- 
berLoand Railway and Coal Company, Sydney and Louisburg Railway, 
and wheat clse? 

Dominion Rolling Stock Compmy Limited. 

Now in point of fact there was no period from 1930 on say to 
1941 inclusive, during which that group of companies earned 
ea profit of a million dollars on the basis of their book 
showing, or anything like it? 

Not during that period of 1936 to 1959. 

Mo 1941, I suggested. That's right, isn't it? 
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Pardon no, I didn't get your question, 

There was no year daring the poriod 1930t0 194Lin which, on 
the basis of the compamies' earnings, the group of companics 
just mentioned carned a profit of a nillion dollars? 

That is correct. 

Now do you know anything about the reasons, besed on the 
records vf the company's books for the loss shown in 1941? 
The reasons, no. 

I mean is there anything outstanding? Because you have a 
book profit shown in 194 of $980,000.00; you have a book 
profit shown in 1942 of $1,139,000.0U, and during the inter- 
voning yoar ea loss of $767,000.00. I am wondering if you can 
give any clue to that? 

I don't know. That refers to the statements, Mr. Cohense I 
would have to analyzo the statcments to give you the reasons 
for the difforcnes between the results cf the two yearse 
Well, woul@ you mina just specifying the statement and we can 
mnako an examination of it later?’ 

This ig on Dominion Coal Company Limited, not its subsidiarics. 
Wo have not a consolidated profit and loss account, so that 
we would have to make a comparison of all the different pro- 
fit and loss accounts of the various conpenies for the two 
yearse 

But these figures on page le relate, aS I understand it, to 
Dominion Coal Company Linit ed? 

Yese 

Now would that bo eovercd by Statement No. 15 of Volume A? 
That's right, ycos- 

All right, we will come to thate and with respect to the 
dividends that you show to have becn paid during the period 
1935 to 1943 inclusive, aggregating 82,773,969.49, those 
divideni.s wore paid by Doninion Coal Company Linited? 
Thet's right. 

To whon? 


To the holders of the preferred shares. 
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and have you a breakdown of that anywhore in "4"? I dontt 
want you to go to the trouble of giving us that. ’ 

How do you mean, a breakdown? 

Well, is it 211 preferred sharc dividends? 

iil preferred share dividends. 

4nd do you give us anywhere--I think you do-=particulars as 
to the ownership of those preforred sharcs? 

You mean as bcotwesn the public and the eompany? 

is between the puvlic and the parent company? 

Dominion Stecl and Coal, yes. 

Now we come on to page 16 and under the heading "Summary of 
Sales" you say: "A summery of the peroentage of tonnage sold 
to the public, as compared with that to the Steel Division" - 
and we had it made clear yesterday that "Stecl Division"is 
Stecl Division o7 Dosco = "and for company consumption, etc., 
is as follows." Now I would like to know if you have any 
breakdown of the tonnegc sold to the public, say a breakdown 
ag between such consuncrs as railways and others or as be~ 
tween outstanding industrics, and just the general public? 


Under "Saics" in Exhibit 4 for Identification you will find 


Schedule No. "S" - 3, which gives the particulars of the sales, 


411 right, thank you. I won't bother you for the details of 
thet now. We will examine it. and of course you don't know 
anything at all as to any difference in quality between the 
sales to one or *he other? 

These statcnents are broken down into the grades. ‘Sohedule 
ng" ~ 3 is mine zun or round, and further on is slack goal, 
so it 1s broken “sw “vy quality of ooal. snd nut coal. 

In other words, “%chedule "§" - 4 E068 on to five pages? 

That is corrcct. 

Will you notice on page 17 your high and low figures for 
coal of a particular quality for these specifiod years? 


Y6S~e 


4nd then you note at the botton that "In using the above 
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ee 


prices, sales to customers of low tonnages have bcen excluded, 
from which I take it that these prices only relate to fairly 
large consumers or purchascrs of Doseo coal? 

Yes, the details of which are on the schedules to which we 

have just been referring. 

Iwas going to ask you whether there is any explanation of the 
variation? 

No, 1t is merely a factual statement, 

Well, docs the statement at all indicate who was getting the 
coal at the high price and who was getting it at the low price? 
Oh yes, the statoment that you have just referred to is in 

wow io Ss Woit = Oe 

Did you say S$" = 2 al so% 

"S" + 2 is a sunmary of particulars of cach schedule as 

shown in the report, an explanetion of what they represcnt. 

Now then, on page 18 you’ make a reference to Schedule 4 and 
state that during the yoars 1930 to 1944, and based, as I under= 
stand it, on the company's records, there was a loss on sales 
to the Steel Division of Dosco by the Dominion Coal Company 
agercgating over that period $7,584,623,04, is that right? 
That is when you compare the net selling values with the nine 
cost, that is correct. 

What do you mean by selling value? I never heard of that 
term. There is a selling price. What is selling valuc? 

They are synonymous terms as far as I am coneerned. 

Price and valuc? 

Yes, in this particular casc. 


The selling prices you got from the invoices and records of 


From the records of the company. 

Thon who made the comparison with mine cost? Is that somc~ 
thing thet the company had madc? 

That's right. 

and had also been shown in its books? 


In its records. 
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and you have adopted those rccords? 
We have presentcod them to the Commission. 
ahd they arrived at minc cost on the besis of their charges 


to operating expense, some of which you later in this report 


seriously ¢riticize? 


MR. FORSYTH: Well now, does he "seriously criticize"? 


4h 


BY 


Criticize or take exccption. 


MR, COHEN: sny item which in your report you suggest shoulda 


i 


GQ 


not be charged to opcrating expense and which has been charged 
would necessarily be reflected in the minc cost? 

Not necessarily roflectcd in the mine cost. You seco, there 
are two phases of the accounts, namely, those that are dealing 
With the mining costs, which are things directly attributeble 
to the cost of producing coal, then in addition to that you 
have some further charges for adninistration and overhead, and 
also then you have in the accounts niscellaneocus income or 
revenue of the company, so that when you speak of ecsts one 
has to be quite clear as to what you have in mind. 


Well, I asked you about a particuler cost which you indicated 


-in your report should not, in your opinion, have been charged 


ra) 


ag 


ainst operating cxpenscs. 

There were cortain charges which in my opinion should have 
been spread over. They would ultimately have been charged to 
operating cost, but should have been spread over a number of 
yeoarse 

Instead of the year in which the oxpenditure was nade? 

That's right. 

And that you jndicate on page 24, “Charges in mining costs 
which are of a capital or acforred nature"? 


That's right. 


° -| 4 Op * 
Now was there any computation of any kind in the records as 


to the loss based on comparing the selling price to the Steel 


i ing price f the same lity coal to other 
Division with selling prices of the same quality 3) 


purchasers? 
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A No, not that I know of. 

and you don't know how much more that loss would be? 

Well, I don't know that there would be any more loss. 

Well, but this is a Tose eneees on the assumption that, first 
of all there is no profit allowance. You say, "The above loss 
is based on the costs as shown by the company records," and 
the cost, as I understand from you, is the mine cost? 

That's right. 

So that loss is based on the assumption that thcy are not to 
make any profit on coal sold to the Steel Division? 

I don't see how that follows, about any assumption that they 
are not going to make any profit. The facts are that the 
amount they receive for the coal at the mine is less than it 
cost to mine that coal. 

Then when the term "total loss" is uscd in this instance it 

is equivalent only to the difference betwcen the cost to the 
Dominion Coal Company as calculated by that company in their 
books of the coal sold to the Stecl Division of Dosco, that 

is of the amount by which that cost is more than the money 
reccived from the Stcel Division? 

By which the mining cost is groater than moncy received from 
the Stecl Division, that is correct. That is what I have 
endcavorcd to point out. 

And to the extent by which one would have to }ook after normal 
marketing costs, sclling cxpense or an anticipated profit in 
disposing of the coal, to the extent that those figures would 
entor into the picture the actucel loss incurred by the Domin~- 
jon Coal Compamy in repsect to coal sold to the Steel Divi-~ 
gion would be the amount of those extra figures greater than 
#7,500,000 shown in their books? 


Well, that is merely onc way of looking at it. on the other 


hand, if therc was no sale for thet coal excepting to that 
c ? 


place there might be a ercater Loss by the non-sale of 155 


That is fair enough. I merely wanted it made clear that if 
jth selling the quantity of 


one assumed thet in connection WwW 
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coal that was sold by the Dominion Coal Company to the Stool 
Division, that there would be sales cost and marketing cost 
and that one was entitled to make some profit on that coal, 

to the extent that those assumptions are correct the actual 
loss to Dominion Coal Company would be, by the extent of those 
assumptions or the correctness of those assumptions, greater 
than $7,500,000,.00? 

Well now, supposing we just break that down, Mr. Cohen, and 
first deal with the first part on Schedule "S" - 4 under 
"Sales", so. that we will all be quite sure what we are talk- 
ing about. The gross price received by the company is stated, 
and we will take the yoar 1944 as an illustration, the gross 
price is $5,334. From that deduct freight and agency expense. 
Now that may include the items you are referring to. 

What is the agency expense? 

Tho cost of the agency, and that gives you a net price re- 
ceived at the mine, then that is compared with the mining 

cost of $7,455, showing a loss por ton of $2.328 and a loss 
for the year of $2,483,559,.02. 

Is there any similar breakdown as the one you now speak of 
with respect to coal sold to other customers and particularly 
to concerns out of the province of Nova Scotia? 

Well now, Schedule "S" - 2, Mr. Cohen, gives you the summary 
of the coal sales, 1930 to 1944, public sales including 
reilways and commercial sales. 

Yos; I think you told us carlicr that you had no breakdown as 
between railways end commercial? 

Thet will then be given on your next schedule, you see, on 
Schedule "S" -d. 

I see your point now. In other words, Schedule "§" - 2 is a 
summary, then supported by Schedule "S" - $ giving the details? 
And you will observe, for instance, that on Schedule "S" - 2 
that the freight and agency expense of railway and commercial 


gales is given. It is given at 1.6, is that right? 
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Is that dollars? 

YOR, 91.626. 

Por ton, ch? 

Por ton, 

And tho freight and ageney cxpense allowed for in respcet to 
the coal solé to the Stoel Division, if you look at §choedulo 
"S" = 6, is $.207, is that right? 

That is correct. 

That is a difference roughly of $1,407 

That's right. 

Now then, you indicate a loss of a similer character for the 
Same period, particularly for thc ycar 1944, as to Seaboard 
Powcr Corporat ion? 

That's right. 

4nd that loss, you found from the records of the company, was 
calculated at $85,813.43? 

That's right. 

ind again is that loss computed on the basis of the differ- 
ence betwecn the mine cost and the amount received? 

That is correct, ond thc particulars are shown on Schedule S-5, 
Now when you indicate the schedule that deals with sales costs, 
namely "S" - 15, and give tho figures for the years 19H to 
1944 inclusive, you thcn g on and say, "The cost ee ertan 
is mainly duc to the variation in the destination of coal 
sold." Now what arc thesc sales costs? Are they commissions? 
The particulars are shown on Schedule "§" ~ 1d. 

Perhaps you might in a general way be able to describe them 
to us? 

The headings are all shown there, and I fcoel that the better 
way for the record is to refer to the record. 

I know, but the schedules are not in the record and they are 
not part of the record, and they only become part of it inso- 
far as any specific reference is mado to it. 


I mean, I can read the hcoadingse 
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Oh no, I will takc a look at it. On this "Froight and 
agency Expense"? 

That's right. 

fll right, thank you. Now again I take it that the records 
available to you did not enable you to make any breakdown of 
the 90 per cont of coal sold to the public, save as they ap-~ 
pear in the statements that you referred us to yesterday? 


Well now, let us just be sure about that, 


MR. FORSYTH: You are talking about Cumberland now, aren't you? 


MR. COHEN: Yes, my friend is right. Is that sale by 


eb ee 


A 


A 


Cumberland? 

Which page are you on now, Mr. Cohen? 
19. 

Schedule 17 refers to the sales of the Cumberland Coal Company. 
Now on pege 2. you deal with thc qucstion of mining cost and 
in the course of your statements there you state that inelud- 
ing depreciation at 20 cents per ton? 

Yes. 

Nand all charges as made by the company, the cost is shown as 
under." Now do you know of the basis for the 20 cents per 
ton? 

Well, the 20 cents per ton is the basis. 


Well, how is it arrived at? Why isn't it 15 cents, or 25 


cents? 

Well, it is the amount ealculated by the company, and by many 
companies, as in their opinion being sufficient on a tonnage 
basis to provide for the required amount of depreciation on 


their physical assets. as is pointed out in the report, that 


ig merely for mining cost purposes, and at the end of the 


year they adjust their financial statements by taking their 


entry of 20 cents per ton and putting it through on the 


actual basis at varying rates on the assets involved. 


That is, dividing the total depreciation into the total 
b 


tonnage, is that what you would do at the end of the year? 


as 
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No, they tekc the physical assets ana they estimate tho ox» 
pected lifo of these particular assets and ascertain tho 
rate of depreciation, and by multiplying the assets by that 
rate they will find the annual sum for depreciation, and they 
adjust their accounts accordingly. 

Yes, but what I am trying to ascertain from you here is the 
basis for adding to each ton of coal produced and sold, 20 
cents as boing the share that a ton of coal should bear of 
depreciation? 

That's right, and that is for the purposes of their costs. 
You say it is later adjusted? 

Yes, but the mining costs are not changed. 

Then the mining costs continue to be calculated on the basis 
of a ton of coal absorbing 2 cents of depreciation? 

That's right. 

Whether or not at the end of the year when the adjustment is 
actually made the amount is less or more? 

That's right, but the financial accounts of the company are. 
adjusted, and the profit and loss account, which after all 
is the final statement. 

That may be. I am just trying to get at the calculation of 
mining costs. 


That's right. 


and do you in fact know, on the basis of the actual figures, 
the amount of depreciation that you would attribute to each 
ton of coal sold, say in the year 1944, if you divided the 


tonnage into the total depreciation allowed to itself by the 


company in its books on depreciable assets during that year? 


Yes, I think I can give you that answer, Mr. Cohen. Tt will 
A ink 


be found on page 2d of Fxhibit 204, wherein I have shown 2& 


i f 34 3 ining costs of 
comparison or the amount charged in mi g 


$600,186-40. Now that represented a charge on the basis of 
’ e ° 


Now when the accounts were adjusted, as 


13 under the Profit and Eoss 


20 cents per ton. 
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account , the amount 
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was $649,694.03, roprosonting 21.2 cents per ton. In other 
words, the actual depreciation was in excess of the estimate 
for mining costs by .012 cents. 

Q Of course you are not overlooking the fact that that adjusted 
figure of 4649,000 includes not only depreciation of $537,000 
but another figure for depletion of $112,000? 

A That's right. 

Q@ «and by adding the two together they reach the 21 cents? 

i Gihat sis correct. 

BY MR, FORSYTH: You are talking about Dominion there, are you? 

4 Dominion. 

BY MR. COHEN: We are back, I understand, to Dominion Coal, 

MR. FORSYTH requests that the following question be re-= 
reads 

What I am trying to ascertain from you shere is the 
basis for adding to ¢6ach ton of coal produced and sold, 
20 cents as being the share that a ton of coal should 
bear of depreciation? 

BY MR, FORSYTH: Now do you think that that states correctly 
what that means? 

MR, MORRISON: I took the question as being asking me why the 
company set up as a charge in mining cost 20 cents a ton on 
every ton of ccal produced. 

BY MR, COHEN: And the company in setting up its estimate of 

mining costs does so in determining for itself what price 
it can sell the coal? 
I don't know how the company determines the selling price. 
Now we don't have to waste time on something so obvious as 
thet. You are not suggesting tht they merely go into that 
ag an academic pastime? 

& Iam not wasting time, I don't think, at any session, when [ 


gaid I didn't know how the compeny arrived at their selling 


price. 


Q I didn't ask you that. I don't think it fair to ask you to 
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express an Opinion as to how the coal company arrived at tho 
sclling prico of coak. I morcly asked you if it was not 94 
fact that in arriving at that, an ostimato of mining costs is 


cortainly a factor in roaching a conelusion on sclling price? 
Certainly; it usually is in business, 


4nd that is the roason for meking it? 


BY MR, FORSYTH: Ono reason. 


BY MR. COHEN: Well now, on page 24 you refer to the sehcdule 


showing the dctails of expenditures made by the company under 
operating work orders which have been charged to mining gosts, 
and then you go on to say, "These oxpenditures appear toa be 

of a capital or deferred nature and should be subject to 
further consideration," etc. Now would you mind giving us the 
actual statement in Volume A that is referred to? 

Well, the statoments in respeet of these expenditures would 

be found at the back of Exhibit 205, the document that you 
have in your hand. You will notices right at the very end. 
When you say “attached hereto" in this case you mean the 
actual doeument? 

That's right. 

4nd then you summarize the totals for Dominion, Cumberland, 
Sydney & Louisburg, Miscellaneous and Collieries at the bottom 
of that page, is that right? 

That's right. 

What do you mean by "Collieries"? 

fhey are charged under the heading to the different collicr- 
jes in the attached schedules. 

Gan you give us the total of the five columns? You carry a 
totel down for each column, 

fhe Dominion total is givon on the second last column, 
G1,574.625. 

I wonder if you would mind having Mr. Simpson give us the 
total of the five columns? 


Well, it is right there, Mr. Cohen. You see the Dominion 


total is shown. 
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Do I understand that column No. 4 totals the previous three 
columns? 

That's right. 

Thon I was wrong when I described the document beforc, and 
you unwittingly agreed with that misdescription, when I stated 
that you showed the Dominion Compmy, Misccllancous, Sydney & 
Louisburg, Collicrics and Cumberland? 

Well, I didn't know whether you were referring first to the 
Dominion Company as a company, but in order to be quite clear, 
the first three figures arc totalled in the fourth column, 
then the column figure is shown by itself in the fifth column. 
Now what would the column "Miscellaneous" mean?: Those are all 
expenditures made by the Dominion Coal Company? 

Yes, but if you will refer to the after schedules you will 
find the particulars of the miscellancous items. 

Well then, the total would be the combination of the figures 
shown undcr Dominion total and that shown under Oumberland? 
Thet is for the two companics, that's right. 

So that roughly it is $1,600,000.00 of expenditures made dur- 
ing the period 1932 to 1944, which you say appear to be of a 
capital or deferred nature? 

That is correct. 

And having regard to the fact that your other figures dealt 
with the years 1930 to 1944 inclusive, is there any explane- 
tion of the fact that there is nothing shown in this tabula- 
tion for the years 1920 or 1931% 

Well, the records were not readily available in respect of 
those two ycars, and that what wags the reason we did not 

get the particulars. 

And then as you say in your text, that docs not include any 
pit tubs? 

That's right. 


Thon on page 25, aftor dcaling with charges to mine costs 


arising out of fire losses and flood Losses and so on, yOu g0 
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on and say, "Also attached heroto are schedules for the years 
1943 and 1944, showing expenditures in excess of $1,000.00, 
Which have been charged to mining costs." 

That's right. 

And my question is as to whcther or not those are part of the 
expenditures that you start discussing on page 24 under the 
heading "Charges in Mining Costs Which are of a Capital or 
Deferred Nature"? 

They arc not included in any of those figures, but they are 
to be the subject of further inquiry with the engineer as to 
their proper distribution. 

That is, in addition to this $1,574,625 shown for Dominion 
Coal, and $51,837 shown as to Cumberland Coal, which you said 
are expenditures that appear to you to be of a capital or 
deferred nature, there are these additional expenditures in 
this further schedule for the years 1943 and 1944 showing 
expenditures in excess of $1,000.00 which have been charged 
to mining costs? 

That's right. 

Well, why do you scgregate these expenditures? Have you taken 
all expenditurcs of $1,000 and up? 

No, for thosc two yoarse 

I mean for those two years? 

We have roquested the company for the particulars of those 
expenditures, and that has bocn supplied. 

Mas Le OL every expenditure made during cach of those years 
by cither the Dominion Coal Company or Cumberland Company in 
excess of $1,000? 

In connection with equipment. 

Theat is what I want to get at. 

Well, if you will look at the schedule at the ond of your 
volume the particulars are shown. | 

Well, was this 4 statoment furnished to you by the company? 


That's right; at our roqucst. 
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Not taken by you from the records of the company? 
Well now, all of those statements, I want you to be quite 
clear, were furnished to us by the company. 
Well, I understand that at least in some cases you related the 
statemcnts to the actual book entries? 
Oh no. We verified that the statements were in total in 
agreement with the books, but we did not verify the original 
entries. We would have been here for many months. We didn't 
verify them as cntries; we reconciled the statements with 
the books of the company, so that there is no misunderstanding 
as to the nature of the work. 

Would you mind giving me the number of the schedule that 
deals with those 41,000 items? 
It is not numbered, but it is the last two schedules in the. 
folder. 
Has it got a page number? 
No. 
One for the year 1943 and one for the year 1944, is that it? 
That's right, sir. 
Now then, what I want to know is, was the information con- 
tained on each of those sheets information handed to you by 
the company, they stating, "Here, Mr. Morrison, is a list of 
the expendi turés that we made during each of these years in 
excess of 1,000 for cquipment"? 
That is correct. 
Or did you go through any record of expenditures for cach of 
those years to ascertain or verity the correctness of that? 
No, we did not. 
And have you totalled the figures for either of those years? 
The totals arc not shown. 
No, we have not totalled them, because the idea is, we will 
go over each item with the engineer and ascertain whether or 


not it should be charged to operations in the year or spread 


over a period. 
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4nd how was the roquest for the information conveyed? I mcan 
did you ask thom verbally or did you ask for it in writing? 
It was in writing. 

Is it roadily available? Can you read to us the language of 
the request? 

Woll, Mr. Simpson may be able to locate it. Under date of 
27th June a letter to Mr. Spiers, Comptroller of Dominion 
Stecl and Coal dorporation Limited: "Referring to the opcra- 
ting work orders, arc there any other items of an equipment 
nature which are charged to the mining costs and for which a 
work order or job appropriation is not made?" and as a result 
of that inquiry these particulars were forwarded to us» 

Well, excuse me, IJ failed to hear any reference to $1,000 
there, 

No. In reply to that the company forwarded to us a statement 
showing all expenditures in excess of $1,000. 

But you had asked for all expenditures, not only cxpenditures 
in excess of $1,000? 

tare there any other items." We did not specify the amount 
and the «--- | 

You didn't specify any amount? When you requested the infor- 
mation you did not exclude any figures, and properly so, I 
venture to suggest. You asked for particulars of all suoh 
expenditures? 

That's right. 

ana was there a letter accompanying that statement, or has 

it a heading, or is there any other language there that 

gives the company's explanation of the figures that follow? 
Under a letter dated July 7th, in reply to Mr. Simpson's 
letter of June 27th, Mr. Spiers wrote: "With reference toa 

the operating work orders, we are enclosing a statement 
giving a description of these charges for the year 1943 and 
we are preparing a similar statement for the year 1944 and 


hope to forward it in the near future. We trust that this 
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statement of expenditures will mcct your requirements." 

and then you later reccived something from the company for 
1944? 

Correct. 

Was there a letter accompanying the 1944 statcment? If there 
is any delay about locating that, Mr. Morrison, I won't pross 
that at all. 

Well, we can't find it at the moment. I fecl quite sure 
there would have been a lottcr accompanying the statement, 

I am only going to suggest if the language in that letter 
corresponds to the language in the letter that accompanicd 
the 1943 statement, thon I am not concerned with bothcring 


about it. 


MR. FORSYTH: Mr. Chairman, if it 1s important to have this 


BY 


letter, and if its lenguege means anything, let's have it, 
and if it is not important, I suggest in the interests of 


saving time let's not bother with it at all. 


MR. COHEN: I am quite content to have the matter proceed on 


that basis. I don't want my friend to make any complaint 


later about time. 


MR, FORSYTH: I am making it right now about time. 


BY 
MR, 


MORRISON: I have the letter now. Under date of August 


BY 


ds 


7th, 1945, addressed to our firm: "Further to our letter of 
"th July, 1945, there is attachcd hereto a statement showing 
expenditures in cxcess of $1,000.00 per unit for new or used 
machinery, for which work orders have not been issued," and 


it is signed by Mr. Spiers as Comptrollcr. 


THE CHAIRMAN: Why was the amount of $1,000 taken? There 


must be some foundation for it? 

Well, the reason being, sir, in an opcration of this magni- 
tude one would regard cxpenditurcs of less then $1,000 
ordinarily as opcrating expenses in the usual course. Now 
there may be an exception to that general statement, but 


that was the reasone 
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BY MR. COHEN: Well, you would not sugecst that in terms of tho 


A 


Q 


A 


& 


A 


advisability of considering how a particular expenditure 
should be charged, or to what it should be allocatod, there 
is any difference betwecn an expenditure of $999 or $1,001? 
Well, strictly spcaking, no, but one has to be practical in 
these things in order to get them on somcwhat of a proper 
basis. 

Well, you were practical about it when in your letter you 
asked for a list of expenditures. “You didn't suggest thon 
that there was anything impractical about your request? 

No, but on the othcr hand if I had thought that the other 
matter was of sufficient importanco to warrent a further 
inquiry for the lesser amount we would have so requested. 
Then we can close that matter up by having it made clear that 
you did not so think and you-did not make any further inquir- 
iss as to expenditurcs below $1,000? 

That's right. 

and you have reccived no statoments of similar cxpenditurcs 
between the years 1930 and 1942 inclusive? 


Noe 


MR, FORSYTH: You have not asked for them? 


BY 


A 


BY 


That's right, we have not asked for them. 


MR. COHEN: Now you deal separately with the question of pit 


q 


A 


tubs, showing a total expenditure during the period 1930 to 
1944 of $1,368,289.102% 

That's right. 

You excepted that from the calculation at the bottom of page 
24°? 

Yes, that is in addition to these other amounts. 

and are they also expenditures which in your opinion appear 
to be of a capital or deferred nature? 

Yes, that should be spread over a period of ycars. 

Now have you anywhere totalled these various expenditurcs 
which you deal with here under several headings, and which 


appear to you to be of a capital or deferred nature? 
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& No, I think not. I do not think wo have a summary anywhore 
of the total. We have dealt with thom individually, and | 
propose of course discussing thom with the enginccr, but I 
do not think we have eny total. 

BY MR. FORSYTH: Which ones are you speaking about? 

BY MR. COHEN: I am talking about Dominion Coal now. The total 
would be, taking the total of $1,574,625 on page 24, that's 
right? 

& That is the first figure. 

& Then the next would bo the totals of the--I was going to say 
the two statements for 1943 and 1944, but then that would 
leave us without any --- 

BY MR. HORSYTH; I don't see why you should add that at’ all? 

BY MR, COHEN: --without a figure for the intervoning ycars. 
Whether my friend secs why or not I wuld suggest we would 
like to know, and think the Commission would like to know , 
the total during these years. 

BY MR. FORSYTH: Now, Mr. Chairman, I arise to make a little 
complaint as to time. If, as my friend suggests, the Com- 
mission wants that figure it is just a matter of adding it 
up, and that can be done at any time, 

BY THE CHAIRMAN: Of course Mr. Morrison is not in a position 
to add it up while he has not made a decision in all cases 
as to what is to be charged to capital or what would be 
charged to operating expense. 

BY MR. FORSYTH: Nor as to the period of time over which it is 
to be spread, which is an important thing. 

BY MR. COHEN: That would hardly enter into a question of 


addition. 


(Page 4155 follows) 
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Q. Thon at the bottom of vage 25 you indicate a further item 
evidently of the same category, referring only to the year 1935 
as to Collicory 12, and to the year 1943 as to Colliery 25 anda 
Colliery No, 18, I take it also in the year 1943? 

1. Yos, and all of these things of course will be considered in 
total when we are discussing with the Engineers. 

% j%<In the meantime these items you indicate in the same way and 
for the same reasons as the items on page 24? 

ime LOS 

4 That is that they appear to be expenditures of a Capital or 
Deferred nature? 

-. Fos. 

4. 83,504.70 as to tho year 1935, representing one-half of the 
cost of Pit Tubs and Tipplo for Colliory No. 12; ¥22,702.07 for 
Spare Pit Tubs in 1943 for Colliery No. 28, and’ ©7.711 67 °tups for 
Colliery No. 18? 

+. Those are some of the itens. 

\%. And all of these charged to operations during the particular 
years 1935 or 1943 when these imounts were oxnenced? 

a. That is right; charged to Mining Costs. 

Q. And to operations? 

ie LOS. 

% Do you know anything about what, if any, position income tax 
authorities have tiken with respoct to any of these categories 

of {tems which you hero indicate? 


Ab ab A 
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B. “On schedule Misc. 15 on Zxbibit ~= 


BY MR? FORSYTHE - sre we discussing the income tax of this 
company? 
BY THE CHAIRMAN - «All ho is asking is if it was taken into 


oonsidcration. 

MR, BORSYTHE - No, he is asking what disposition the Income Tax 
Department maic of this amount, I don't know of any reason why 
this income tax return should be the subject of discussion here. 
What the Incone Tax Denartmont did with these itoms is entirely 


irrelevant. Tho Income Tax Department allows depletion of 10¢, 
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3. -4156- K. J. Morrison 
which the Emergency Coal Production Board will not allow except 
under other circumstances. The Income Tax Department has no 
general rule about these sccounts. Hither Mr. Morrison is right 
in his view to the exclusion of other views, or he is not. The 
attitude of the Income Tax Department on them will not help this 
Commission any. 

BY THE CHAIRMAN - It would to this extent, Mr. Forsythe, I think, 
that it would be indicative to us if they charged them uy to Income 
instead of Capital. Their view then would be that those items 
should be charged to Income rather than Capital. 

MR. FORSYTHE = Of course we have no opportunity to examine the 


Inoome Tax Department. 


BY THE CHAIRMAN - It is only an expression of opinion after all. 
MR. FORSYTHE - You have this expression of opinion, and you 


have your own Chartercd Accountant. He says there are three ways 
of commonly acceptcd practices of accounting in coal mining 
companies. He says "I prefor No, 2". This Company follows No. 1. 
Then in between ho says there is a ruling of the Hmergency Coal 
Production Board that you can't do this or that, and the Canadian 
Income Tax Department has no general ruling. 

BY THE CHAIRMAN - But suroly it will be helpful to some extent. 
In the final analysis this Commission will have to say what is 
chargeable to income. Is it not of some value to us to know if 
the Income Tax Department is charging those things to income, or 
making them a matter of income? 

MR, FORSYTHE - If you think it is of any value to you, you will 
have it, but 1 am pointing out that I don't see how it cam be of 
any possible valus to you. 

BY MR. FRAWLEY - We have it here hefore us, but I think Mr, 
Forsythe was objocting to Mr. Cohen spreading it on the record. 

BY THE CHAIRMAN ~ I don't know why it shouldn't be, if we want 
this as a mattor of opinion as to how the Incomo Tax Department 
has dealt with this matter. 

BY MR. MORRISON - We have prepared it for the Commission so that 


they would know procisoly what it was. 
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EXM. OF MR. MORRISON BY MR. COHEN (continuca) 

% 411 I asked was if such a calculation had been made, and then 
Iwas going to ask whero it would be found, because I am not 
going to suggest for « moment that it is possible for anyone to 
read the contents of these books. Now, where is it Shown? 

A, The answer to your question as to whether or not the Income 
Tax Department have disallowed any items fron the expenditures of 
this company, the answer is , no they have not disallowed any of 
then, 

‘4 That is not very mich spreading that our friend shoulf be 
disturbed about. Is the matter concluded? 

4, In so far as up to the year 1941 the Company has received its 
assessments. That is regarccd as being the final of that particular 
year, but whether it will romain final is a matter for the 
Department, but it is usually acceptec as a finality when the 
Company receives its assessment. 

BY THES CHAIRMAN - That is very helpful to you Mr. Forsythe. 

MR. FORSYTHE - I don't think it is. I knew the Company was right 
@ll the time. I don’t think the Income Tax Department makes us 
any more correct. 


EXM. BY MR. COHEN (continued) 


¥. 
~ 


% Do you nind if Mr. Simpson vorified if in fact, if we add the 
wages which you indicate on page 24 to the amount of the total 
oxpended on "Mino Cars or Pit Tubs" shown on page 25, and the 
$83,504.70 and $23,702.07 and 7,711.67 shown at the bottom of 

page 25, reachss a total of 75,055,932.447 

4, Mr. Cohen, I have ro doubt if you add those figures together 

you will get that snswer, but I want to point out that the $83,504.70 
is referrod to lator om in the Reserve for Renewals and Betternents. 
Ian only pointing it out so that we will avoid duplication. 

BY MR. FORSYTHE - You have del that into your figure, and Mr, 
Morrison {s pointir s out that you are duplicating something. 

EXM. BY MR. COHEN (continucd) 

% Woe have not had a word, have wo, on oxpenditures for bettormonts? 


4. Iam merely pointing out that I said thore - "In addition, in 
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S. -4158- K. J. Morrison 
"1935 the reserve for renewals and betterments was charged with 
83,504.70, which represents one-half the cost of pit tubs and 
tipple for Colliery No. 12. When wo como to those reserves there 
will be other items than that, and 1 am merely suggesting that 
probably we should wait until we are discussing those. 

Q. Will it also include that $83,504.70? 

A. That is right. 

% Will you verify the total of Twp Million Nine Hundred and 
Seventy-three Thousand odd, for the items that 1 have mentioned? 
BY MR. PRAVWLEY - Wo have been pretty indulgent, but to have Mr. 
Simpson kept adding and adding is too meh. 


BY THE CHAIRMAN - I agree with Mr. Frawley. 


ZXM. BY MR. COHEN (continuca) 

Q. I havo morcly made the observation that my addition brings that 
figure, and I am not suggesting that it has to be added nov, end if 
there is anything wrong with it, I take it it will be corrected. 

On page 26 you deal with "Corporation General Expenses". What docs 
that refer to, expenditures where, in Montroal? 

4. In Montreal. 

Stns first total of ¥595,391.707 

a, The particulars are shown on the page, Mr. Cohen. While we 
want to be sure about the general statement, we cannot be quite 
sure that they are all in Montreal. Thoy are under the main heading 
of Corporation General Hxponsc. 

Q. You say that the details are indicated on pago 26. I will not 
pother you for any further breakdown of that. 

A, The details are shown on Misc. Schodule No. 3. 

Q, Undor Exhibit or Volume "A"? 

ieee) OS x 

9, Do you know whether this $120,000 reserve for contingoncies 
ig part of the $595,391.70? 

A. Ina letter undor date of jugust 2end, 1945, Mr. Spiers points 
ob ~ "In any dares corporation a reserve is required to provide 
for contingent oxpenditures and in our opinion the Dominion Coal 


Company has been properly charged with its proportion. The 
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3. -4159~- Ks Morrison 


J. M 
rosorvo of $120,000.00 in yoars 1941, 1942, 1945 and 1944 was 

not shown on statement 15 for the reason that this statement was 
Originally intended to cover the actual curront expendutires onlr ' 
Q. Then we are clear as to in that that included in what Dosco 
regards as Corporation General Expense, and for which it mkes a 
general charge or a charge to all subsidiary companies pro-rato* 
in the way you lator indicato, thore ig an annual reserve of 
$120,000.00 for contingencics for the yoars mentionod, 1941, 1942. 
1943 and 1944? 

#. Iwas dealing particularly with pago 26, Which iS for tha 3-7: 
1944, 

%. On page 26 whon dealing with the General Exponses, you are 
taking as an oxample 1944? 

i, Yes, 

% «And the information in the lettor you have just read indicatos 
that at least in the yoars 1941 to 1944 there was a reserve of 
$120,000.00 for contingoncics in addition to that indicated hore 
making up the total Corporation General Expense that was going to 
he distributed over all tho companies? 

i. That is correct. 

% I don't suppose you have any information as to whether any 
portion of that $120,000.00 set aside for at least each of those 
four years, was actually expended? 

4, No, we havo no records of the Dominion steel & Coal Company 

at all. 

% j% take it you have described these oxpendituros in tho way 

tho Company doscribe them? 


4. Those are the particulars furnished to us. 


ea) ees 
ot 4 on 


Q. When they gavo you the figures they gave you tho langusgc 
they thought described tho itoms to which tho figures relstad? 
ae 16S. 

% Did you get any particulars of Special Disbursements $67,721 2. 
(page 26). Still part of the Six Hundred Thousand Corporation * 
Genoral Expense for 1944? 

4. We have no written information on it, Mr. Cohen. Mr. Simpson 


inquired as to its nature and was informed it was a charge made by 
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34 -4160- , K. J. Morrisop 
Montreal to the offics hero undor hoading "speeial Disbursoments", 
Y We appreciate it is mado by Montreal. 

sk. By Dominion Steel & Coal. 

%» 411 of these charges are mde by Dominion Steol & Coal? 
as That is right. 

Q. What I am asking for is somo information ag to the nature of 
the matters on which this $67,721.07 was expended, which is called 
"Special Disbursements"? 

4. We have no information. 
Q. No information on that at all? 
A, That is correct. 

4 «4nd then that total of roughly Six Hundred Thousand is, you say, 
pro-rated as between the various companies, subsidiaries of Dos¢o, 
based on the revenue of each of those companies during the year 
19307 
4, That is right. That is the main basie principle of distrimtion. 
BY THE CHAIRMAN - You are not objecting to that item of legal 
expense thore, of 29,000.00? 


MR. CCHEN -.~ No, as a mattor of fact I was going to call attention 


: 
to the fact that it was a most modest figuro. I think ho ig 
underpaid. 

BY THE CHAIRMAN - It does not moan that ho is getting it all? 
MR. FORSYTHE «. If we are to take up the time witha discugsion 
of that, I will bo glad to discuss it. 

BXM. BY MR. COHEN (continuod) 

Q. Now then how about companies acquired, or that came into Dosco 
soteup,(I have hoard it called Empire I think) after 1930? Do you 
still use their revenuo during the year 1930 if in fact they wore 
operating then? 

4, I nave not got a breakdown of the distribution each year, or 
what happened when any new company camo in. 

9. Canadian Tabo & Steel for instance. Phat was purehased, if I 
romember rightly, somowhero around 1941. 


4, It doos not appear to he tho subject of any charge. 


4. %I was rathor curious about that. 
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S. ~4161- _K. J. Morrison 

BY MR. PRAWLEY - There aro plenty. of thom. Canadian Bridge 
Engineering Co. Ltd., Graham Nail & Wire Produats. 

EXM. BY MR. COHEN (continuca) 

% Well we need not take timo on that Mr. Morrison if we are 
Clear that the only companios in fact charged for any portion of 
this $595,391.70 expended in 1944, which is used as a Sample year, 
for Corporation General Expenses, are the companies listed on tho 
bottom of page 26 and the top of page 27 of your report, Exhibit 
205? 

4. That is correct. 

4 dnd of that amount Dominion Coal Company itself in 1944 spat 
or was charged with $249,353.62? 

Hee inet iS correct « 

4. During the one yoar? 

4, During the one year. 

Q. Now can you tell us anything at all about the expenditures 
you show on page 28 under "Genoral Staff and superintendence” 
amounting for tho year 1944 to 548,750.72? 

4. In what regard? 

%. Hirst of all, just what is it, General Staff and Superintendence? 
4. That is the general title of the oxpenditures of General Staff 
and Superintendence. I don’t know that I can describe it very much 
better. 

2 First of all it is General Staff and Superintendence of the 
Dominion Coal Company? 

a oe lo right. 

Q. To what level does the calculation go, inoluded within the 
terms "General Staff"? 

a, I don't know. 

Q4. This is a charge for Salarics during that year? 

H, that is right. 

Q. That is an expenditure, an actual expenditure in 1944 for 
salaries to those constituted "General staff and superintendence” 
amounting to $548,750.72? 
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S, ~4162- K. J. Morrison 

4. Why do you make a separato calmlation for "Colliery 
Management" on tho top of page 29? 

4, They are shown separately on our sheet, for the information 
of the Gommission as to tho relation betweon the two. 

4. Is the lattor itom of Colliory Managemont included in the 
goneral item which appoars on pago 28 at the bottom of the page 
under "General Staff and Superintendence"? 

4, No, it is ontirely separate. 


u You separate it for the purpose of classification and additional 


be 
information? 

4. Schedulo "M" - 3, which is tho mining costs for the year 1944, 
wili show you those particular itoms soparatcly shown on the 
mining costs shects, so that thoy arc separate and distinct itoms. 
4. Now then tho items which you give for the yoars 1936 to 1944 
just in the middle of page 28. 

ae 6S. 

6. -nd which appear under the general heading "Proportion of 
Montreal Salarics. 

me, YOs. 


Is that somcthing separate fram the itom "Corporation General 


Expenses $595,391.70" that appears on page 26? 

“a. Oh yes, an entirely scparate item 

2% Hirst of all, is there any particular reason for restricting 
the particulars to the yoars 1936,and 1939 to 1944 inclusive? 
That excludes 1937 and 1938 and 1930 to 1935. 

a. Only for tho matter of endeavoring to limit the amount of 
detail. 

2, These are taken ag an oxamplo? 

‘4. 4g spocificd years, but thoro is no special reason for taking 


these particularly, but just in an endeavor to reduce to some 


oxtent the dotail. 
When you say "The charges to the Coal Company for this period 


ry 
je 


ayo summarizcda horounder", just what are you saying, which coal 


companics? 
A, Tho coal companics thit were previously reforred to on page 


27, Dominion Coal Co., Cumberlanu Railway & Coal Company, Old 
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me -4163- K. J. Morrism 
Sydney and scadia Coal. The associated coal campanics. 

% Does there appear anywhore in red volume ".." a breakdown as 
between those companics? 

4, On shoets 12 to 14 Miscellaneous. 

ve «snd you told us that the Six Hundred Thousand Dollar item 
was charged to the different companics based on the 1930 money 
revenue? 

ay. Las, 

1. What is the basis for distrimting the charges under the 
headings "Salaries Officials" and "Salaries General"? 

+, On page 28 I say: "The basis of proration is the same as in 
the case of the corporation oxpense, viz. the revenue of the 
companies for the year 1930," 

}. .that is, the 1930 basis? 

ie OSs 

be «end do you know if it can bo said equally that the companios, 
and the only companies charged by Dosco for tho items expended 
under "Salaries Officials” and “Salaries Goneral" are tho 
oompanies listed at the bottom of page 26 and the top of page 27? 
A‘. We have just shown in Schedules Misc. 12 to 14 particulars 

of the charges to the coal companics. I dm't know that we have 
a distribution as to the other companies. 

% You show the distribution of the Corporation General Expenso? 
Me .1eS6 

% And tho companios who together collectively share that distribu- 
tion, Can you obtain similar information with respect to 
distribution of tho item "Montreal Salaries"? 

4. I presume it could be obtained. On Schedule 14 Misc. we show 
it under other companies. The percentage is there. We have no 
breakdown. 

J. 411 I want to know is the companies who share in absorbing 
those Montreal salaries are these particular companies mentioned 
on pages 26 and 27, and no others? 

A, I would have to get the informtion; we have not got it at the 
momont. 


4. I may be a little premature in trying my friend's case. Perhaps 
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5. ~4164- K. J. Morrison 

ne appears under this hoading "Montreal Salarios"? 

BY MR. FORSYTHE - Would you bo intorested to havo the answer? 

MB. COHEN -= Yos, but not in the hall. 

MR. FORSYTHE - Right nore. Ido not appear under the heading 
Montreal Salarics. 

BXM. BY MR. COHEN (continuod) 

& <Iwould like to ask you something about the transactions of the 
company with respoct to umerican coal. That, I think, appears on 
Schedule 7 Misc. and you summarizo the information here on page 29 
of the Exhibit wo are now examining, 205. Would you mind taking 

a look at that Exhibit, and 1 was going to ask you to confirm 

the change and profit and so on, but I seo you have done that in 
your report 1939 to 1944, that is that where Dosco - is this 

Dosco you are dealing with? 

&. The Dominion Coal Company. 

is That where Dominion Coal handled 85,641 tons of american coal 
in 1939, in 1944 it handlod 1,753,693 tons of Asmerican coal? 

Pee meteis right. 

¥. «md where its books show a loss in 1939 of 105,019 on handling 
the 85,641 tons, tho books show 4 profit for 1944 of $438,751 on 
tho handling of tho 12 million tons, roughly, speaking of American 
coal? 

A. Subject to the observation on page 29 that the above profit 

is before charging in amount for administration or other overhead. 
Did you say at the bottom of the page? 


} 
we 


i, Yes. almost at the bottom of the page. 


> 


%. Whon you use the term "Sales Value" how do you arrive at that 


figure? Is it Salos Value, or Sales Prices? You suggested 
before that they were synonymous? 
Ss. Yes, I am not making any distinction between the two. 


1 The total amount for tho charges of the sales made by Dominion 


ve 
Goal Company of the 12 million tons of american coal? 
we Yes. 


be 


Is there anything indicated in your more detailed Sncets, 


Exhibit "4", as to whore the coal wont to? 
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Ss, -4165- K. J. Morrison 

4. You mean the sales? | 

te LOS? 

A, No, not that I can recall, I don't think we havo any broakdown 
of the smerican coal as distinct fro domestic coal. 

L. Or the sales channcl? 

a. No, | 

BY THE CHAIRMAN - It was sonething that they learned from the 
results of the 1918 war where they lost their Sales, and this timo 
they took advantage of being able to buy American coal to fill 
their contracts and retain their Clientolle, if you can call it 
that. It was a very good bit of business, I think. 

EXM. BY MR. COHEN (continued) 

4 With respect to the Resorve for Subsistonceciaims referred to 
on page 30. Have you any particulars as to the actual amounts paid 
Over the period? 

4. That was Subsidence, not Subsistence. 

4» I didn't think the company set up a reserve for subsistence 
Claims. Not a bad idea. Doos R-1 givo us the actual expenses for 
any perlod? 

4. The total is Summarized, but we have not the particulars. 

%. What is the total of that reserve at the end of 1944? 

4, $716,793.15. 

Ye The account evidently was opened, or starts in 1929. Is that 
when they began setting up the reserve? 

A, That is the balance forward. 

es Can you teil us at all as to the actual amounts paid out between 
the 3lst December, 1929 and the 31st December 1944 for claims of 
this kind? 

A, Yes, it is shown on page 30 of the report. Expenditures 
$238,380.59. That was the total amount paid out during that period. 
4% In other words this resorve set aside during the yoars 1930 to 
1944, some $830,000, and only expended some $238,000 on that iton 
during that period? 

4, Yos. 

% With the result that the resorve holds some $592,000 more than 


it paid out? 
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Ss, -4166- K. J. Morrison — 

A. Yes, more than it paid out. 

4 More than was paid out by the Company during that period? 

Ay. 488), thet ts right. 

Ye Now when you talk next about provision made annually, about 
charges to mining costs om a por-ton basis, aro you referred to 
Charges with respect to this reserve? 

4, Yes, the provision that is made to that reserve annually is done 
by charging mining costs and crediting the reserve, and when 
expenditures are made these are charged against the Veseeren 

% 4nd in estimating mining costs an itemof 30 cents is charged 
on each ton of coal? 

a. that is typographically wrong, it should be S¢ por ton. 

4. It has now reached a high figure of 3¢? 

i. That was also eliminated at the time the correction was made. 
Q. Now what are these reserves, You have R-1 Subsidence, and 
Re2, What is that? Are they dealt with under separate Schedule 
numbers? 

A. Yes. That is the mmber of the Sohaduie, R-2. 

a. tor all of the reserves? 

A, R-1 is the summary of thom. 

Q. They are first of all, subsidence, and you gave us the total 
of that as of the end of December 1944. The next is Contingencies? 
deren ti, 

4. any particulars as to Contingencies? 

A. The amounts in your statement I think you will find on page 
30-a, which was supplemented into your report, are the particulars 
of the expenditures, totalling 484,881.89. These are the 
particulars of the amounts charged against that reserve. 

5. Out of a total of $695,6647 

ig LOS. 

9. Leaving $210,000 of that reserve not used? 

To the credit of that reserve at the 3lst December, 1944. 

2. Your noxt is Resorve for Preferred Stock? 

He LENG s 

s) Well what is that made up of, the difference between the par 


value of any preferred stock acquired and the amount paid for it? 
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4. The cost of redeeming it totalled $172,000 odd. 
the difference between 
ts IT understand it to be/the par value of such stock and tho 
actual amount paid to the purchaser for redeeming it? 
a. Yes. 
4 «and that is set aside as a reserve? 
a, The difference is set aside. 
é» Reserve of what? 
4, It is not taken in as a reveme item and does not represent 
income. They may have to pay more at some time and could use 
this, but I am not saying that that is what it is for. 
2. The heading is? 
4. "Preferred Stock Discount". 
i» Now then the next item is Sundry Operating Reserves? 
A, Yes, 
‘%e 4nd you give us the total of that? 
a, Yos. 
% That is, the {150,000 not used there is dealt with the same as 
the others? 
A. $146,419.13, yes. 
Your next reserve is Workmen's Compensation Board? 
tee L656 
% j«snd then, Betterments and Extensions? 
4. Yes, for both Dominion and Cumberland companies. 
.. And they are set out separately as to each canpany? 
4, No, these are combined. 
te First of all give us the amount as of 3lst December, 1944, you 
have given it here I believe. 
dO, $2,315,459.16. 
% When you spoke earlier about the 485,000 being included in the 
item of Betterments and Extensions, is this what you had in mind? 
a, That is right. 
BY THE CHAIRMAN - That reserve for Preferred Stock. Does that 
at all resemble Sinking Fund? 


4, No, merely the differonce between the par value of tho stock 


and the amount which the company had to pay to redeem that stock, 
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Ss, ~4168- K. J. Morrison 

BY MR. RORSYTHE - We bought the stock for sinking fund purposes 
and it so happened you could purchase it in the market at that 

time below par, and having acquired that you had to put it some- 
where, and we placed it there, Bod it might very well be that if 

we go into the market we would have to pay more at some time. Under 
the terms of the preferred stock I think that is doubtful, but we 
might have to if we were buying in the market, 

BY THE CHAIRMAN - There was no reserve set up in respect to the 
bond or share transactions which we discussed yesterday where 

items were sold at less than par value? They were never set up 

aS a reserve, were they? 

BY MR. FORSYTHE - There mst have beon an item set up to accaunt 
for the bond discounts, but they wuld not be the same sort of 
reserve. 

BY MR. MORRISON - Discounts receivable would be an item to be 
eharged off against the operations of the company over a period of 
years, It would not be a reserve. 

EXM. BY MR. COHEN (continued) 

Ye In 6 far as $600,000 loss in 1912 within the Three and a Half 
million of indebtedness. Correct? 

di. Right, 

Ye The lesser sum was in the Company's Treasury to help it pay 
the interest on the whole of the Three and a Half Million. 

A. Yos, but that discount represents in effect further interest 
that is payable. Tho interest rate is higher because of the 
discount figure. 

%. And the effect of having some $2,900,000 instead of $3,500,000 
will have some effect surely on the earning position of the company? 
A. I don't know that that follows at all. It may follow. 

%. At any rate in this case the amount was not credited to 
operations, it was set aside? 

age LhaAt is right. 

% Now what is the itom on page 33 headed "Expenditures of a 
Capital or Deferred Nature"? 


These are the amounts that are referred to some time ago, similar 
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5. ~4169- Mr, K. J, Morrison 
to those under the work orders but charged .nder now the Reserve 
for Betterments and Extensions? 

, a That is, similar to the items which I suggested totalled some 
Three Million Dollars, and that, separate from such items as are 
set out as 1943 and 1944 on the last two pages of your brief; in 
addition to those items there are these items which you say are of 
a Similar character? 

A, Yes. 

a. Aggregating for Dominion Coal from 1930 tO 1944 $3,873,5233.21? 
Aa) LOS. 

2. And for the same years for the Cumberland Railway & Coal Co. 
$669,044.48? 

Ar nay is right. 

Q, And is there a breakdown anywhere of the items? 

A. Attached to your statement, at the end of the statement. 

2» You mean this Exhibit 205? 

A. Yes, Exhibit 205. | 

a. Now you then indicate that in 1959 a reserve was set up of 
$100,000, and during that year that amount was charged to operations 
in anticipation of the company having to make Shipments by rail 
instead of by water to the St. Lawrence markets? 

AS Yes. 

Q. Then you go on and say "the condition didn't materialize and 
the reserve is still carried intact"? 

A, Yes. 

4. Dealing with the subject of labor earnings, you give for 
certain selected years, rates you say, and annual earnings? 

A, Average. 

4. And that goes back to Schedule E-1? 

A. That.is correct. 

2. And there you have for instance all of service averaged at a 
particular amount? 

mee Yass 

Q. Is that right’? 


A. Yos. 
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<6 ~4170- K. J. Morrison | 

2. CGanwe get anything in the nature of a frequency distribution 
of these figures? How many got above the average and to what 
extent, and how many below the average and to what extent? 

4. Not from the material we have. 

Q. If you and I have four. meals in two: days wo average two a 
day, but if I had three and you one, you would have one meal in 
two days and I would have three. Now then, I just said that to 
indicate why I am asking for something in the nature of a 
frequency distribution. 

4, This is the average, and I appreciate that that average docs 
not tell the whole story. 

Q. It didn't tell the story at all actually, cxcept the story of 
the average? 

Same eat 2S true; 

Q. It doos. not tell how many are gctting less and by what amount, 
or the reverse? 

he goat is right. 

2. Can you get that? 

A, I think it would be a tremendous task. 

2. Can you make any inquiry at least as to that, as to how 
readily available such information might be? 

A, I think that should be mado now so that we would know if we 
had to ask, bocause I think it would bo a tremendous task to ask 
for those figures. 

BY THE CHAIRMAN -~ If the Commission think it advisable, wo won't 
mind the task. We will take it under consideration. 

BY MR. COHEN - And I will go over the Schedule itself and thore 
may be some particular items that may call for such a breakdown, 
and not a request of a goneral nature. 

EXM. BY MR. COHEN (continued) 

4. Now when dealing with the net cost or calculated cost per ton, 
you are including all the men omployed and the wages paid to them? 
A, Are you speaking of labor costs? 

a ‘Yes? 


hes Yes. 
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5. ~4171- ia ed os Mommy. 8 coe 

% «And wages paid to thom on any account whatsoever? 

4, «are you speaking of mining costs? 

% Yes? 

i, * LOS, 

Q. And have you attempted at all to mko an examination of the 
extent to which men have been working say on maintenance work, and 
the cost of that reflected in the figures given by you hore on 

page 34? 

4. You mean as distinguished from - 

3. AS distinguished from loading coal or hauling it or handling it? 
A. No. You will find a very comprehensive breakdown of all of 
the costs in Schedules - 

ree MSG ¢ 

“A. M-5 or M4. I am dealing with M-5. 

Q. Is there any calculation (and that does not appear to be sot 

up in the Schedules you refer to) of the amount of maintenanco work 
done by men during these sélected years that you indicate on page 
34, on maintenance work as compared with other years? 

4, No, not unless you can find it from a comparison of these 
Schedules. 

Q.: Just one further item. Would you mind looking at Schedule M-5 
and I have here prepared a table indicating the number of mon in 
1939, the number of men in 1941, and the number of mon in 1944, all 
taken from your Schedule, and the respectivo cays worked, and also 
the production, and the tonnage production per mn for the year, 
and production per man per shift. I wonder if, without taking the 
time of the Commission now, that might be now considered as reac, 
and then if you would verify that I have the figures here correctly. 


BY THE CHAIRMAN - Have you got tho Schedule? 


BY MR. COHEN ~ This is information I have taken from the Schedule. 
BY MR? FRAWLEY =r Will) you please Staves its 


EXM. BY MR. COHEN (continued) 

9. %I have prepared a tablo which indicates that in 1944 under 

the heading of Mine Labor there were 1055 at machine mining and 453 
at longwall; that they workod 268 days, and that they producel 


3,000,932 tons of coal. 


7 weake x 2 
ea :: pes 


i : - ; - : 7 ; a. iy = oe ie 
f ; ’ as wi. i 7: 


- 


; hd 


+ 40a teethgeks os eee St Iie ee ee a 

die open hin Af qe Gesives aoe etme 7am opie? ¥ 

i> mit nf botoe tier fone to. ree 
7 i 2 


~ eee J teh age 


oY Docehae eels ve ddeom Mette 


S 
h- 


ye Sd er de | 


; 
a 
. 


; rr 
Se heabttrad te 12 pete is@n gal Seok mot? Pedehwgahtew ah 


i oh 2 LEiw wot “eX, —T 
- © | winibe ft ex eee: helt 


ace a 


Se.dlu Ss SAP Relert ovineetiotige | 


iwiw axitest aa t » ee eae ae 


\ 
7 | r fondie sew ready Gan 
A Ae date q vere heated “ut S; Sop cy &e Pbk 6c 22 Tl ye 
3 1 ori OE « oO. ay ou len GaGa ns aD ee td sa0h 
J party 5 oe & ee 
= fdas. 7 
- i 
oer oo Ge “in wie en BIW olene tol is BC a 
p ee ne — ae, deere 2a 7 
i Peres ‘f ey vss ! ef DOG 220LH Mw) ees yes ye 
26:15 aide 
, . pi cou’ lop)! epatte pam Pens af 
: @ 
} 


F > * 

: s y. te. deem. ot male “rf Pe DOO Teer, atet [yn + Ee 
é Pie! . J 4 ‘ ee y 

7 Pit’... e! zl Gem 76 “ToKGeT BEY 4° oe le 

‘ut suf ; fy - ~ ah: wie if (hax ar 4, eae i Aa is ae & ane 


| 


SEEOY See tim peg 2OlTewLs j edeact re it oan pardioouovend BAe 


Er 4 jungtiw <2 weSacw eq che aéq oc liaitererran 

‘ th ad) Pa weft i tal wy ower 2adeningaO-uang ts onde 

"1 aut") r cov Liew poe Sl ped? oo 
‘Palas oe a , seo ave = Mytit as ae mite is 


rs | io? eyed attics) al wid? ~aeoO- SL ye 

OP tate ees fg es LEW Bhi 

. Las e) SHOS 3 : OE YE ee 

reba Mies | . witaeabal lor. ‘cide? y betagerg avad 2 af 
iimic “Slade te aah eww ethee <ade4 ath a9 is ning on 
pAhete: wid tia 2B ‘leek aes hasieow vould; fsaa ~ Later gst wre 
i hoa alpen a anid ‘erstoga 


_ > a 


5, ~4172— K. J. Morrison 

a, The first two figures I can reconcile; the 1055 men for 
machine mining and the 453 for longwall. The next figures, I 
would like to know where you got them from our statements. 

2. The figure you now ask sbout is the 268 days? 

4. There are 269.2 days shown on Schedule M-3 for the ycar 1944, 
% We went before you then. We will proceed on the gctual basis 
shown on your schedule. 

BY THE CHAIRMAN -~ If there is any difference in the figures 

in anything Mr. Morrison has produced, and what you have, I think 
you should be prepared to put it in by a witness perhaps. 

BY MR. COHEN - Woe desire to uso Mr. Morrison's figures. The 
figure 268 days was taken. What we havo boen trying to get at 

4s on the basis of the number of mon engaged in doing work that 
comes within tho category of mining labor, and on the basis of theo 
hunber of days they worked how much they produced per shift per 
man, and how that compares with 1941 and 1939. 

BY COMMISSIONER McLsURIN -~ Is that a question? 

BY_ MR. COHEN = I was explaining to the Chairman. Ho asked if 
we were suggesting any difference in the figures. Since it is 
compared on a week basis, different to the one that is here, I 
will have the calculation corrected to that extent. | 
BY MR. FORSYTHE - iI wold like to make one more earnest plea. 
It is unique in my experience to have persons make mathomatical 
calculations, If my friend has these made, why not hand then 

to the Commission. But to have the Accountant here cross-examined 
merely to do sums in arithmetic is merely a waste of time, and I 
don't think the record gains anything by it. 

BY MR. PRAWLEY -= I objected to that before, and the Vommission 
upheld me. 

BY MR. COHEN = If he has not got it, and you want the calculation 
made separately from this witness, in that ovent I mst have in 
this figure the particular figures that will enable moe to make the 
calculation which I think will be helpful, and I will hand a 
statement of that to the witness, which he can chock, and the 


argument can be presented later as to the significance of it, 
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De : -4173~- Ka id Mor risan 
EXM. OF MR, MORRISON BY MR. COHEN (continued) 

y. There was a shect handed to me headed 30(a) which I take to 
be an insert in the oxhibit, and I an closing with that. 

a. I made reference to it earlicr as an explanation of the 
anounts that were charged against the contingent reserve. 

Q JI want to ask you about threo or four amounts here. In 1930 
Special disbursements paid at Montreal $34,552.00. You will 
renember of the Six Hundred Thousand General Corporation Expenses 
of 1934 there was sone $67,000 of Special disbursements in Montreal. 
What is a special disbursement paid at Montreal? 

he -t don’t know. 

Q. 4nd I suppose that applics also to $3,250. in 1932? 

A. That is correct. 

Q. And in 1935 there is Special disbursencnts paid at Montrcal 

of $40,387.51. Do you know what that is? 

ie LOLS LT 

% «And then there is an item in the same year, Paid'to the Estate 
of C. B. McNaught? I take it the former President of the 
Corporation, or Dominion Goal Company?t - Ro pei eee 

BY MR. FORSYTHE - President of both. 

EXM. BY MR. COHEN (continuod) 

+e Do you know the basis of that payment or calculation of that 
anount? 

Mee No 1 don’ tis 

Q. «And these amounts are taken out of the amount set aside by the 
Dominion Coal Company for contingent reserves? 

ee eh torrient: 

4. «ALL of these amounts on page 307. 

a, Yes, the details being shown at the bottom of page 30. 

Q. I meant 30(a)? 

4. Iwas referring to the resorve itself; on page 30 at the botton 
of the page. 

% (The reserve for contingencies is set up? 

As OS. 


4%. «And these anounts’on 30(a) aro paid out by Doninion Coal Company 
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o. ~4174— kK. J. Morrison 

and charged up against the contingont resorve? 

fog Sant een. 

% «and those payments include in 1930 ~34,552.Special disbursouents 
paid at Montreal, and in 1932 #5,250.00, and in 1935 $40,387.51, 
and in 1933 $6,220.00, all of those itons spent by Dominion Coal 
Company Dini ved and marked Special Disbursonents paid at Montreal? 
Peet is rieht, 

4, You can't help us in any way as to what those special disburse- 
ments are? 

roe SNC. 

BY MR. COHEN = That finishes my examination, excopt the nost I 
might want would be a minute or two to verify sone of the figures 


for the purpose of this table I am speaking of. 


12:00 Noon - Hearing adjourned until 2:00 P.M. 


ne ee ee a 


2:00 O'CLOCK P.M. HEARING RE-CCNVENED | 
BY MR. COHEN - I wanted to say my Lord, firstly with rospect to 
the particular item, that is the figures rolating to the tablo 
that I was speaking to just before we adjourned, that I will have 
a communication forwarded to Mr. Frawley indicating ,so-to-speak 
putting the question through him, and then Mr. Frawley can obtain 
the reply, and in Ottawa it can be read into the record. 

And having regard to the element of -ime, and I am 
not untroubled about the fact that I have taken a fair amount of 
time, I wanted to say firstly about the cross-examination of Dr, 
Cameron which was left an open question when I left Halifax, and 
then as to the examination of Mr, McCall with respect to whom I 
made a request yesterday, and then, as I advised Mr. ¥rawiey, 
there were a few questions I wanted to ask Mr. McLanders, the 
gentleman who presented the Sales Department brief, that similarly 
with respect to all of them I follow such a procodure, that I 
write to Mr. Frawley and indicate the questions, ani at the propor 
time they can be read into the record. 


BY MR. FRAWLEY - That is quite satisfactory. 
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S, ~4175- J. K. Morrison 

MR. J. K. MORRISON RESUMES THE STAND - EXaMINED BY MR. FORSYTHE 

‘te Mr. Morrison, I think wo might start with this; that in tho 
preparation of these accounts you have proceeded, or at least tho 
accounts themselves seem to bo set upon the entirely hypothetical 
basis of the ultimate action of the Emergency Fuel Production Board? 
4. In respect to the years 1942, 1943 and 1944 it is dependent 
upon the results which will develop upon the claims that have beon 
made to that Board. 

Q% It waild follow from that that in so far as these amounts of 
wnat you would call 4 capital or deferable nature, which have boen 
charged to operations in the years preceding 1943 and 1944, that 
those would have pretty well worked themselves out? 

A. i+ all depends on the period of time that will be given to 
these particular expenditures as to thoir usefulness each year. 

Q. But on the other hand in the years preceding 1943 and 1944 

a great many of these expenditures were made as against reserves 
which had been previously set up at a calculuto’d rate per ton of 
somewhere around 12 cents? 

4a. In some cases. 

2. In some cases? 

\, There are a combination of circumstances. The accounts have rot 
been kept on a uniform basis throughout the whole period, so we 
can't say as a general statoment that they have been down as 
reserves or some other method. 

Q. But they have been down on this basis, that no expenditure 

has been capitalized which would not inerease production or 
decrease cost or extend the life of the mine’ 

A. That is the basis of the Company's accounting system generally. 
J. And that have been so ever Since it began? 

A. Well for many years. So far as | am aware there were no 
changes from that policy. 

%. And over a period of years that method of accounting will, 

as the method which you prefer would, equalize the expenditures 
amd average out the costs? 

A, Over a period of yoars, yes. 


%. So that so far as the cash position of money in the enterprise 
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is concemed, the mothod of accounting makes no difference? 


A. In so far as money is cocomod, the money will have been spont 


by the company whcther you capitalize it and spread it over a 
poriod of yoars, or charge it to tho one year's operations. 

4. And your fundamontal objoction is that it may be by charging 
a large item of cost to a cortain yoar, the costs in that yoar 
will bo very large. 

4, That is right. It was meroly for the purpose of placing bofc: 
the Commission 2nd showing to tho Commission as accurately as 
possiblo tho costs within that yoar of producing coal. 

Q. and you will, I supposo, concode that under the conditions 
that have existed in this industry since 1940, the adoption of 
any other method of accounting than that which the Company has 
peon obliged to follow in the last two years might seriously 
interfere with its working capital? 

&. No sir, I would not agroo with that. 

}. You are not allowed under the Emergency Fuel Production Boar1 
to increase your resorves? 

A. Which reserves? 

Y. Any reserves for pettcrnent? 

A. You are speaking of book reserves as against reserves of coal? 
}, Iwas talking of accounts. 

4, You are speaking of the book roserves? 

¥ Yos, and the Emergency Fuol Board will not allow those 
roserves to be incroased at its expense? 

a, That is very true. 

}. So that if the Company was obliged to capitalize expenditures 
which it has charged into operations, to the extent that it is 
obliged to do that and does not recoup that money from the 
Emergency fuel Production Board its working ca ital would be 
diminished? 

A. It would be less, but {t docs not follow that the Emergency 
Fuel Production Board will not pormit itoms of a capital naturs 


to be charged to cxpense if thoy take the opposite view, whioh 


thoy have done in many instances. The Coal Company puts 
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Ss. -4177 ~ K. J. Morrison 
something into operating cxpenso, and the Emergoney Fuol Production 
Board gays it is not 4 proper chargo to operating expense, it 
Should be capitalized. 

% If the Emergency Fucl Production Board insists unon capitalizing 
those expenditures, then of courso to that extent they will not be 
rocouped from them in the claims under Dosco? 

++. In that year, but thoy may bo recouped in the following yoar 
for its proportion. 

te In any evont the net working capital of tho Company will be 
diminished to the oxtont that it docs not recoup it? 

“. In that yoar. 

de «nd one gannot recoup it.. 

4, Until {it is spread ovor tho oxisting year, and then it can bo 
recoupod if tho Emcrgeney Fuel Production Board is still in 
operation, 

‘ves Tho not} working em ital of this company was what at 1940? 

tes wack Se you will look at this Balance Shect of 1940 you 
will see that the not working capital was sone $4,996,000. 

‘%e Dominion Coal Company Limitod? 

a, Yos, 

% «and I take it it deals only with that company? 

4, Well it deals with that company and those whose accounts are 
gonsolidated with it. 

i. Iwas just wondering if it included its subsidiaries. I 
gather it does? In 1941 'the working capital was? 

4, Tho position according to tnis statement was 2,873,494.89 

s, Or a docrease of something ovor Two Million Dollars? 

4’. Two Million Onc Hundred Thousand approximately. 

¥. You will concede I suppose that it is important for this Comroar 
under the conditions which provailed in the war years, to maintain 
its working capital position at the best possible levol if it is 

to have any measure of comacreial succoss in tho post-war years? 

4, Well of course that is always a nocossary thing to be rotainedc, 
its working capital. But if a company is making a loss it is of 
necessity reducing its working capital. 


t 4nd if a company has set up its basis of accounting on protecting 
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Ss, ~4178~ K. J. Morrison 

expenses and bottcrments on a reserve of let us say 12¢ per ton 
and then it is consistently informed that it cannot do that; that 
it mist capitalize expenditures of a certain type waich in its 
accounting previously had bem paid from reserve or charged to 
operating, that company is placed at 1 disadvantage? 

a, it is only told for the purpose of rocoiving subsidy, that it 
cannot do those things. 

be But the purpose of that is that the company is not going to 
suffer Loss? 

4. Yes, in accordance with tho definition laid down by the 
Energency Huel Production Board as to what is proper oporating 
expenses. 

we end also that it is to maké a profit of -1b¢ a ton? 

a. Yes, with the same qualifications. 

4. Well under the system of tho Emorgency Fucl Production Board, 
Lf any credit is givon in the oporating account of the Company 

for caxpenditures made. whether charged to rosorve or operating, 
over the periods preceding, that is from 1942 back’ 

A, Well of camrse I don't know how the EBnorgoncy Fuel Production 
Board in this particular case have dealt with your accounts. If 
they are going to institute a system for their purposes of 1942 and 
1943 and set down as a basis the spreading over of these expendi- 
tures, then thoy are in duty bound to look back and spread over 
the expenditures of previous years in tho same manner. 

}. And if you were attenpting to set up the accounts of this 
company on the basis you say you prefor, you would feel in duty 
bound to do the same thing? 

A, Yes, and we have so reported in our submission. 
}. I have read your report, and I may ask you a question that 
repeats it, but I know what you roported. 

but I do want it clearly understcod that we appreciate 


ae 6 LOS 


the situation, : . ae. : 
Q, And of course until the ultimate action of the Emorgency Fucl 
Production Board in respect to the clains subnitted to it is 


known. then the financial position of these companies is really 


rather a nystery, is it not? 
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ay @% is Corbainly not definite: 
se «and under those circunstances for anybody to suggest in any 
definite way that the reserves havo been incrceasod or }‘iminishoa 
during those two yoars, 1943 and 1944, or that the company has 
mado this year that profit, is simply attempting the impossible? 
A, It simply camot be done. It is not proper to say that these 
are the final accounts until some millions of dollars have beam 
Specified to your company from the Emergency Fuel Production Board. 
-&. There arc one or two mttors that I wanted to go over, and 
porhaps I can work in reverse and clear up Some things in regard 
FO the smaller operations first. In the first place. im respect 
to Old Sydney Collicries. In yor report I notice you outline 
on the basis of the Company's figures an increase in reserve of 
$138,000 in round figures? 
Peek toink that is so. 5xhibit 207, page ll. 
Q. Now of courso that statemont is in itself correct, but if you 
took into consideration the reduction in the bad debt reserves 
for the samo period of time, you will get a net figuro thore 
about $52,000 less, will you not? 
A. I have taken the net for tho moment. 
4. If you check page 3 and page 11 together, I think you will 
find what I moan. Exhibit 207. 
4. Yos, on page 15 Mr. Forsythe, of the Exhibit 207, we have 
the details of the bad debt reserves. 
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“he 


But when you state that tho company has a net increase in 
reserves of $138,000, that is not quite a correct statement, is it? 
A, Did we say roserves gonerally, or operating reserves? 

Q. You say on page 11 - "A summary of the provision from profit 
and loss and tho charges for the reserves for the period subsequent 
to lst August, 1938, is tabulated hereunder." 

A, Yos. 

And then you say - "Net increase in Reserves 138,425.98." 

A. May I point out that that is headod "Summary of Operating 

and Contingent Resorves" so wo don"t include the bad debts. 

Q If I include the bad dobts as coming within resorvos, tho 


ve 


not position of the Company is that from 1938 to 1944 its reserves 
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Pe ~4180- K. J. Morrison 
havo inoreased by Eighty-six Thousand plus? 

4, That would be tho diffcrence between the $138,425.98 and the 
$52,000. That is right. | 

Q. I didn't understand you to say Mr. Morrison that the resorves 
Which this company has set up aro oxcessivoe? 

i. No, I didn't say they are oxoessive. T point out that wha 
dealing with a number of your accounts on the reserve basis, that 
the thing to be guarded against is the overprovision for reserves, 
fecauee in effect they are part of your surplus account. 

Q. But you don't suggest in Old Sydney Collieries there has 

beon any excessive provision of resorves? | 

ay No, but we do point out ~- 

9. Iam not asking you that, but what you didn't point out. 

A, Well it would appear that from the period of 1938 we had 

Six Hundred Thousand of reserves, that it increased to $750,000, and 
{t did appear that these were unnecessary when you had 600,000 

at the beginning of the operation. 

Q, You had overlooked the fact of the bad debt reserve? You 
charged it in. 

d, I daidn't tako the bad debt resorve into account in that 
computation, 

4. During the last six years it has been oxtromely dit ftoule fox 
poople to sccuro labor and materials to do the work necessary 

to be done? 

A. That has gonorally been the experience in the war yoars. 

9. So if you take that fact into consideration thore may be, we 
cannot toll but there may be, it might quite possibly be that 

the provision for reserves over the past few yoars has not been 
adoquate? 

3. Well I am afraid I cannot quite follow that reasoning. The 
fact that wo had a shortage of labor and materials over the past 
few ycars, I don't know how the pbuilding up of reserves will 

affect it. 


4% I. am suggesting that on the basis of equalizing costs, that 


following tho system of accounting they do there, if they set 
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S. -4181~- K. J. Morrison 

up resorves on a tonnago basis, thon although they are unable 

to spend the money because of the shortage of labor and mterials, 
at least costs are cqualized and when tho money can be spent you 
got the desired result. 

a. In other words you are providing for dofcrred mintonance by 
this method, 

%. And if they camnot get the necossary labor and materials? 

A, That of course is open to the quostion as to whether the mine 
or property in question has not bom mintainca on 4 proper 

basis because of that. 

t» But I am suggesting to you havo to take the factors over a 
considerable period of time in any onterprise before you decide 
whether these reserves are oxcessive, or adequate, or inadequato? 
A. Of course that has to be taken into consideration. 


4 


2 dnd it was not your task to do that? 

A. In directiggattontion to the reservos we thought the Commission 
would do that. 

% Iam talking of you? 

A. I amreporting to the Commission. 

¥. 411 I said was that you didn feel it was your duty to decide 
that? 

A. The adequacy of reserves? 

4, Yes? 

enaetttO's 

%. and you simply ask the Commission to consider this question? 
ae erat isso. 

2%. Now you in your remrks about 01d Sydney, you call attention 
to the fact that thore had boon a decrease in shifts worked by 
mining labor, and an increase in shofts worked by other labor? 

me that ysvrignt. 

Q, Was that the one in which you said the production of coal was 
about equal? 

A. On page 19 of Exhibit 207, and it was dealt with also in 
exhibit 204. 


3. Page 19. I understand in all thoso comparisons you make, you 
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S, ~4182~ K. J. Morrison 

take either a year in which the production of coal is comparable 
with the other year, ora year in which the number of shifts worked 
at the face is comparable? 

See lont. 

42 and in this your took 1939 in which there was 608,000 tons output, 
and the year 1944 in which there was 610,000 tons output? 

ie. Les, 

‘4. «And your summary shows that the shifts workod surface labor 
increased by 12,000 shifts, and underground labor increased by 
10,000 shifts, and the mining labor decreasod 11,000 shifts? 

iy Yes. 

‘4. -ind you feel the company should explain why there had beon this 
increase in shifts without a corrosponding inercase in the produotion 
of coal? 

4. Yes, and whether if anywhore olse the labor might have been used 
for other purposes. 

‘4%. 4nd you were anxious to know if thore was any capital involved? 
A. That was the whole basis of this comparison. 

BY COMMISSIONER MeLAURIN ~ TI don't understand that. 

BY Mi. FORSYTHE - One of the questions Mr. Morrison asks, he says: 
Does this increase in the number of shifts worked with decreasod 
production, mean that the shifts have bem on capital improvements 
rather than on production? 

EXM. OF MR. MORRISON BY MR. FORSYTHE (continued) 

tb If I put it to you in 1944 the collieries worked 44 more days 
than in 1939, and that their average operating surface foreco in 1944 
was 217, thon on that basis you would havo the incrcased numbor of 
shifts, of 217 mltiplied by 44. 

Poeetnat isoright. 

2. So I give you the figure of 9548. Then if in 1944 the surfaoce 
force was 9 units higher than in 1939, you would have an additional 
237% days miltiplied by 9. If you got 9 more surfaco units and 
multiplied by the total numbor of shifts in 1944, you will have that 


many more extra shifts? 


A, Yos, as to the number of shifts. Tho total numbor of shifts, which 
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ae -41835- K. J. Morrison 

in 1944 was 339,000. 

2. I am speaking of 01d Sydney. 

A, The total number of man shifts were 339,000 according to 
Exhibit 207, page 19. 

Q. iI am getting at the increase. 

4, We are speaking of the totals now. 

Q No, I am saying if you havo in 1939, 1933 working days, and 

in the year 1944, 237%, you have immodiately 44 more shifts of 
surface labor? 

A, Right. 

a. And if you take your average working force in 1944 as 217, then 
the product of those two mi1tiplied together is the extra number 

of man shifts you will have due to that fact alone; the mumbor of 
additional shifts? 

4, You said an avorage of 217. 

% Yes, and 44 more days. 

A, I am trying to follow the suggestion which I am not quite clear 
on at the moment. 

Q. 411 I am saying is, if you have 200 men working and they work 
for 44 days, that will be 8800 man shifts? 

we «~6LOS% | 

% <4md if you have these 8800 man shifts because of the days worked, 
that would account for some of the increase? 

4, It would account for the number of man shift increases, but I 
wanted to find out what they were doing. 

+, But we havo to find out how many there were? 

4, duite true. 

Q. And if you increase the surface force in 1944 over 1939, you 
have to take the total number of days worked and multiply by the 
additional unit? 

oe OSs 

2. So I gave you 9548 shifts, and another 257% days mltiplied by 9, 
Or 2137 shifts, so that accounts for 11,885 of the shifts? 

-+» Right. 

¢. Iam not going through the same thing in underground, mt I will 
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5, -4184- K. J. Morriso 

say that the incroase there is in appoarance moro than that, 

more than the incroase you show, but the operating force unieor- 
ground was 104 units less, so you have to take them off. Now 

in the producers, or average daily producing forco at the 
eollicrios in 1944 there were 247 mon as compared with a forco of 
$86 men in 1939, Now in 1944 the producing force on the payroll 
numbered 319 mon; a forée. sufficient to fill the working placcs 
and produce capacity output if thoy had all beon at work. Now in 
1959 absentesism was not in cxcoss of 10%, and you had a small 
excess force as you can sec by 386 over 319, to fill the places 
of those absent from work. But in 1944 absontceism amounted to 
36.1%, and I suggest to you as on those figures the docresse 

{in shifts at tne facc is amply accounted for? 

4. I follow the calculation. 

2% You are, I suppose, aware of the fact that in the production 
of coal you have to man the datal force as long as you are 
working tho mine, you have to have the datal forco there? 

Pay I am not familiar with that. That is why this particular 
question was directed to the onginesr. 

o. #11 you know is? 

4, Hqual production in this particular instanco. 

Q It is a relatively lessor production? 

4, 608,000 and 610,000. 

% Well a relatively lesser production in 1944 as compared with 
1939, taking into account the number of shifts worked in the 
latter year? 

4, The tons por man over all is 1.66 in 1939 and 1.80 in 1944, 

I directed the question to the Enginecr from the point of view that 
aS an accountant I realized there was a soaning discrepency 

here between the amount of labor employed to take out the same 
tonnage, and dirccted the question, would that be caused by the 
cOmpany charging as an operating cxpense items of a capital nature 
that was done by labor? 

Q. Did you make a comparison of the number of shifts in 1940 as 
compared with 1941 for tho production of coal? 
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+. Not in those narticular instances. 
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S. ~4185~ Kk. J. Morrison 
ve In the Dominion Company? 

4. I don't recall the years trkon. I cnumoratca the ones takon 
in exhibit 204, and I would refer you to it. In the Dominion 
Company the years we took wore 1936 and 1944, on page 8 of exhibit 
204. 

Br oMR « FRAWLEY. It might be some guide to the Commission. 

Do your clients take the position that none of these extra man 
shifts were accounted for by the fact that they might be working 
on work of a capital nature? 

Bin. FORSYTHE . Yas, 

2. They do take that position, that none of it can be accounted 
for in that way? 

be) .es, that is as I understand it. I don't know to what 

extent that position would have to be qualified by the adoption 

of a different system of accounting, and I am not sure it would 

not have to be, 

2. Jf think it is something that the Commission will have to go into. 
BY THE CHiTRMAN  - On Capital Expenditure? Should it not be 
properly directed to Maintonance? 

BY MR. FRAWLEY - Deferred Maintonance we call it. 

BY MR. PORSYTHE - I understand what Mr. Morrison meant; woth 
other than the production of coal. Iam not prepared to say now 
that if you adopt Mr. Morrison's system of accounting, or tho 
Emergency Fucl Production Board's system of accounting, that 
someone might not argue that some work was donc there that was of 

a capital nature. But it comes back in the ond to the samo thing, 
and I can imagine it wwld be very easily soparated out. 

EXM, 02 MR. MORRISON BY WR. FORSYTHE (continued) 

y But it mst be quite obvious to you Mr. Morrison, that if you 
have this mine, or any mine working producing coal more days in 

One year than another, that you will have more man shifts in the 
year you work more days? | 

4, That of course is truc. 

2. 4nd then if you are not getting the amount of coal that you 


got on those working days, and not spending it on capital, you aro 
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BS. -4186- K. J. Morrism 
not gotting the samo production per man? 
me Jnat follows. 
4¢ «nd it is very obvious from the records of this company from 
1940 to 1944 that we have bom continually gotting less coal por 
man day, or per man shift? 
4. That has beon demonstrated by the records. 
24, Now there is another thing that you brought up and it ocours 
in your comments on Dominion Coal in your report No. 205, and it 
rolatcs to the Sydney & Louisburg Railway operations and the 
payment of the froight by Dominion Stccl & Coal, and I don't 
think you need to coven refer to the pago of tho report. IT DEL ot . 
Mr. Morrison, the situation disclosed by the accounts was that 
had the Dominion Steel & Coal paid the tariff rates on goods 
moved by it, the revenues of the Sydney & Louisburg Railway, and 
consequently of Dominion Coal, would have been increased by a 
cortain amount of monoy, which as my recollection suggests is 
786,000.7 
pe ight I just corréct that? 
Q. You are going to say that the Dominion Coal Company paid the 
tariff rate to the Sydnoy & Louisburg Railway? 
4. Yes. 
Q. But sweeping aside all that, the net result is that the revenues 
of Dominion Coal Company weré 86,000 less than they would have 
boon if the Steel eee paid the tariff rate? 
Bae enat is right. 
% <Iwant to read to you from page 48 of a pamphlet of Dominion 
Coal Company Limited, -ict of Incorporation, Amending and Other acts, 
Agreements and Contracts; and on page 48 the following is an 
agreomont made the 20th of Octobor, 1903, between Dominion Coal Co, 
Ltd. and Dominion Iron & Steel Co. Ltd., the predecessor owner of 
Dominion Stecl & Coal Company's steel plant at Sydney. Paragraph 
val reads: 
"The Coal Company agrees to transnort freight over 
its existing lines of railway to or frm the yare 
or works of the Steel Company, at the rate of 


twenty-five conts per ton in carload lots, which 
Sum shall be payable whether such freight is 
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"transported over tho whole or a part only 

of the said lines of railway. Tho cars 

Shall be furnished and loaded and discharged 

by the Steel Company. This diall also apply 

to any new lines which the Coal Company may 

construct or acquire in Cape Broton County, 

south of Sydney Harbor and east of a line drawn 

from Sydney to Louisburg." 
I suppose you dealt’only with carload lots? 
A. We took the figures as shown to us. 
2. I suppose you would conecde as a mattor of common knowledge 
that the person who pays the tariff rate on carload lots, does not 
furnish the cars? 
he tnat is right. 
4. «nd he does not necessarily load or discharge them? 
Bee hat is right. 
Q ‘So if the sgreement is adhorod to, as I suppose it is, you 
would have to rovise the figuro-of 486,000? 
*. I would need to know more narticulars bofore I would mako any 
revision. 
%. But if the Steel Company furnishes tho cars? 
+. If they furnish ths cars, yos. 
%. iI am saying assuming the agreenent has bean strictly adhered to? 
uo. Yes. 
%» Then you would have to rovise the figure? 
4, I would expect a charge from the Stecl Company to the Coal 
Company for the use of the cars, if they were going to put it on that 
basis. This is supposed to be, I presume, a saw-off? 7 
Qe The Steel Company has paid 25 cents a ton always. 
femee tit 7aid the tariff rate.. 
4. «4nd furnished the cars. I said assuning? 
4. Yos. 
t+ Then you would have to roviso tho figure of ¥86,0007 
4. I would not know how. 
@. But it would have to be revised? 
4, There might have to be an adjustment. 
%. 4nd if on the othcor hand whonover the Steel Company used cars of |. 
the Coal Company they paid a por dicen charge for then, you wuld 
have to reviso the figure again? 
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3. -4188~- K. J. Morrison 

Q. In the light of that »groement the figure of #86 ,000 would 
appear to be a larger figure than should be shown? 

4, Well it would be subjoct to adjustnont. 

Q. 4nd to what extent we don't know? | 

BY MR. FRAWLEY . Are you making the statement that these cars, 
which I understoad are owned by tho Dominion Rolling Stock Company, 
ATG actually owned by the Steel Corporation? 

BY MR. FORSYTHE - We are not talking of the same cars. The Steel 
Company owns a lot of cars which they supply to move their own 
freight. 

MR. FRAWLEY - You say that clause has bcen strictly adhered to? 
4, Yes, and whenever they could not furnish the cars, they wero 
always charged a per diem rate. 

MR. MORRISON -= In order that the whole accounts shall be fair, 
should we not have from the Company a statement showing just what 
that adjustment should be. We have no desire to make a statement 
that is incorrect because of lack of further informtion. 

EXM. BY MR. FORSYTHE (continued) 

4. This Commission will get whatever information it wants. I am 
not saying you made an unfair statement. You said on the face of 
it there was an ~86,000 loss, and I am producing the agreement 

and saying if it was lived up to you would nave to adjust the figure? 
A, Yos, but we are not in a position to adjust the figure, and I 
say in fairness to the Commission.. 

2. Anything the Commission thinks in fairmess should be dme, will 
ba done Mr, Morrison, don't worry about that. 

4. Only in fairness to us I think anything in this account ing that 
Should be adjusted, should be done. 

Beeewn, FRAWLEY -~ Let us clear it up. 

MR. FORSYTHE = Do you expect me to count up the number of these cars? 
MR. PRAWLEY - Will you ask your clients some timc, and ask tha 
to furnish that information. 

MR. FORSYTHE = My cliients are here listening, and they will sac 


that you get anything the Commission wants. 
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3. ~4189- K. J. Morrism 
EXM. OF MR. MORRISON BY MR. FORSYTHE (continucd) 

Q,. Now with rospect to the Acadia Coal Compafy, you there mado 
some suggestions that there had been, what shall I say, a certain, 
not a theoretical but some sort of a loss on sales of coal made 

to the allied steel companies in the Sootia group, and my recollec- 
tion is that that figure totals some $650,000? 

a, Hight. 

Q. snd that is found in Exhibit 206 at page 7% 

a. Yes. 

Q, Now the first thing I would liko to ask you about that is 
whether you had any opportunity or oocasion to compare the quality 
of coal sold to these steel units with the quality of coal sold to 
the general public, that is to the other customers of the acadia 
Coal Company? 

®, Well the Sales Schedules in the Exhibit "B" for idont ification, 


gives some detail, I don't know whethor it is sufficiont for the 


/ purpose you have in mind, of the amount of coal that is involvcd. 


That is in 5-4, 

Y. %S-4 says mino-run and slack? 

a, Yos, 

2% You will conocde at once that the percentago of slack would 
be a very important factor in that? 

4. It certainly would bo. 

M And if I indfeate to you that in 1942, looking at page 7 - 


4. This ig Trenton Steel “rks, yes. 


BY COMMISSIONER MoLAURIN - This classification is mine-run and 
Slack? 


4, Yes, combined. 

EXM. BY MR. FORSYTHE (continucd) _ 

m If you will look at pago 7 of Exhibit 206, and there you have 
@ price of $5.22 to Tronton Stool? 

4, Yos, 

Ye And $5.95 to the public? 

“«. That is right. 


Q. Now if I inform you that tho $5.22 price reprosonts 60% slack, 
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and the price to the public represonts 10% slack, you would say 

you can’t compare the two things? 

A, That is right, to that extent, with the variation. Before we 
Leave that, Mr. Simpson has directed my attention to the year 1942 
and the sales to Trenton Steol Yorks Ltd. in that ycar were 
48,670 tons, and a record of the company shows that the run-of-mino 

was 20,002 tons, and slack 28,668 tons. 

3. I would like to seo the record of the Company, and perhaps at 
the same time you might show me the same record of the company 

with reference to sales? 

A, Trenton Steel Works Ltd. run-of-mine 20,002 tons, and slack 
28,668 tons, making a total of 48,670 tons, which is shown on the 
Schedule. Total public sales run-of-mine 26,622 tons, slack 

Rluzpoo tons, and splint $386 tons. 

Q. Iwill accept on those figures certainly that my 60% figure 

which I had noted herc, was too large, tut I still say my 10% 

figure is right. 

4. Yos, 

Pees you still have? 

4, Sixty-forty. 

Q. I said one was 60% slack and the other 10% slack. 28,000 is 
60% of 48,000? 

A. But in so far as Trenton Stoel Works, it is 20 to 28. We are 

using a combined figure hore at the moment. 

Q. But if you take 60% of 40,000 you have 28,000, so that on 

your combined figure you have 60% slack? 

Pa bat is right. 

Q. In the sales to Trenton Steol Works? 

i 08, 

Q. 4nd you have 10% slack in the sales to the public? 

nae los, 

%. And I say on that basis you «re not comparing the same thing? 

4. Not comparing the same over-all yicture. 

% Dia you make any calculation as to what wold have happened 


with resvect yo those sales if they had beon made to the general 
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S, -4191- K. J. Morrison 
public on the basis of price paid for the same quality of a 

by the general public? 

ma tO, 

Q. I havo one here, and I will file it and lot you have a look at 
it, and tho Commission will bo able to check tho figures against 
the schedules prepared herc. That figure shows that if tho Acadia 
Coal Company had sold it to the public the loss would have beorn 
$788,000 instead of $650,000. 

BY MR. FRAWLEY - If thoy sold to the public what they sold to 
Trenton Steel? 

&. Yes, at the prices then provailing for comparable quality or coal. 
BY MR. MORRISON -~ In othor words the slack coal that was .old to 
the public would have to be sold on the basis it was sold to the 
Steel Company? 

EXM. BY MR. FORSYTHE (continued) 

2. No. Take the same quality and quantity of coal and soll Lt to 
the public at the price the public were then paying, and that will 
show that by selling that coal to the Steel units at the price we 
got for it, wo saved the company #138,000. And if that statoment 
is correct, that proves it. 

A, That is, assuming that you could sell it to the public? 

Q. And of course assuming that you could not sell it to tho public, 
and could not sell it to anybody, thon by gotting $675,000 for it 
the Company was saved considerably more? 

A. Perhaps you would not have produced it. 

Q. In order to produce a certain amount of run-of-mine you have to 
produce a certain amount of slack. 

A, I understand, 

BY COMMISSIONER _MORRISON_ - What kind of run-of-mine can you 
produce that docs not have slack in pews 

MR. FORSYTHE - I don't know. You can get a higher prioe Tor that. 
BY COMMISSIONER MORRISON TO_MR? FORSYTHE 

9. You are not suggesting that you scll the public a screened 
run-of-mine? 


A, I have mado suggestions about what we soll the public. 
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S. -4192- K. J. Morrison 

@. You suggested to Mr. Morrison that in order to produce a 
certain amount of run-of-mine you have to produce 2 certain 
amount of slack? 

ae 4G that not true, 

Q. The slack is in the run-of-mino? 

A. Certainly it is. I always thought you had to produce slack 
when you mined coal. 

ae es, fs rient. 

A, And that is what I meant. And if you havo to screen it out 
for any purpose, then you have a lot of slack that has to be 
used or thrown away, or your cost goes up. 

GQ. Now from this record of the campany, and I am referring to 
seles of the Hastern Car Company, in 1942 it anpears that of tho 
32,440 tons that were sold to Eastern Car Company, 12,784 tons wore 
Splint. 

a. tos. You are reading from the record. 

Q. And that is a percent of slightly less than forty in the 
Breantity, i186 16 “not? 

mee that ts right. 

Q. Bathurst Pulp: & Paper Company bought some? 

Ae 5,564 odd tons. 

. And we got for that? 

nee 25,50. 

2. And from Eastern Sar Company for splint coal we got $3.67? 
A. You have the figures there. 

So it would appear that the dealings with Acadia and its 
Steel unit. customers, and the scotia group,there was no sufforing 
on price at what the public paid and what those units paid? 

ee ONO. 

4. Now it comes down as to whether in dealing with the Trenton 
Steel Works Ltd. and the Eastern Car Company, those units should 
pay, in the case of Trenton Steel Works 91.07 more in 1942, $2.31 
more in 1943 and $4.01 more in 1944, than other people pay? 


4. Yes, I follow you. 
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S. -4195- K. J. Morrison 
4. That is the question you have to consider? 
a. It is the general principle. 
Q% 4nd I think you will concede with mo that if Trenton Steol 
has to pay $4.00 a ton more than tho ruling compctitive price for 
coal, if coal plays an important part in its work, it will be 
handicapped? 
4. Yes, it will probably go somewhcre olSe. 
Q. «4nd what is the relative part that plays in keeping down tho 
price Of the producor? 
Pye enat is right. 
%. While we arg on the prico of coal for othor units, I want to 
ask you to look at a document I have hero. I think I may assuro 
you that the figures are correct. This rolates to tho price of 
coal to the Steel Plant from Dominion Coal. 
a, +68. 
Q@. I think Mr. Frawley read into tho record yesterday a statomont 
to the cffect that in 1940 or 1941 the Gommittce had reccommended 
that the price of coal to the Steel Plant bo fixed on 4 comparative 
basis with prices of coal of tho same grade to the Montreal market. 
eo think that is the gist of it. 
Q. I want to put before you a document which is shown to me as 
being a copy of the working sheet of sugust 19th, 1941, when the 
price of coal to largo consumers in the Montreal market, or any 
comparable locations like the Mersey ?apor Company, when that 
was established, and I would like you to look at that and sce 
whether those consumers do represent substantial contracts, whethor 
they aro substantial consumers in Montreal or any other markot? 
A, These figures are the average of all of them, and this 
particular document referred to roacg:- i 7 t 
"On July lst, 1926, the affairs of the Dominion 
Iron & Steol Company were taken over by the 
National Trust Company as Receivers and Managers, 
and a revision of the price was requested by both 
parties. Representatives for cach company were 
appointed as a Committec to make 2 recommendation 
ag to a fair price chargeablo at that time. The 
Committee reported that as the only market 
available for the coal used by the Steel Comany, 
if that company was not operating, was the 


Montreal markot, and the price to the Steel 
Company shoulda be based on the amount realized 
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"at the mines for coal. of a similar quality 
supplied to large contracts in the Montreal 
market. This rocommendation was accepted by 
both parties, and o that basis the price 
was fixed. at $4,28 por gross ton for run-of-mine 
and $3.63 per gross ton for slack.” 


) Now we will take some of these. Hero is Montreal Coke & 


ve 


Manufacturing 27,182 tons; Canadian National 20,451 tons, 

and Canadian National by water 39,233 tons. Those are the figures 
that were used at any rate, and thoy established a price of 

$4,359 for runeofemine coal? 

That is right according to this statement. 


ae 


9, 4nd the slack $3.85? 


ve 


ee thet is right. (Exhibit No. 211) I guoss that would apply 
to all coal produced in tho Nova Scotia market that was not sold 
heve. Tho only place to soll it would be up the St. Lawrence or 


in the Quebec markct. 


(Page 4198 follows) 
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BY MR. FORSYTH: Now thon, we romombor that by the working 


shect we had the figurcs of $4.39 and $3.85? 

Yes; I recall the figures... 

And those figures werc for the six months to the 30th day of 
Junc, 19417 

That's right. 

Now I am showing you a statement dated 19th august, 1941, in 
which a similer calculation had apparently boen made with 
roference to price to the stecl plant, and it was found to bo 
15 ccnts below for round and 11 cents below for the slack? 
That is what the statoment suggests. 

4nd I am instructcd that rotroactivo to Fobruary 1941 tho 


price on coal to the Steel Plant was increased 15 cents to 


$4.39 for round coal and to $3.85 for slack. Now docs that 


check with the figures of your. . » you will have to look 

at 1941, I think, first. 

Yes. I just want to be quite clcoar, Mr. Forsyth. 

The analyzcd statement of the compeny in respect to the 
Stecl Division for 1941 shows a net price of 94.381. 

Thet is as against $4.59? 

The prioec here at that time was apparcntly $4.224 on this 
statomcnt, 

We made it rcotroactive to Fobruary. 

Well, it is not cxactly tho samc. It is $4,581 as against 
$4,394. 

And I think, Mr. Morrison, that you have made a sufficient 
check to have establishcd thet the inercases in price since 
that date to tho Stccl Company have been the increases author- 
ized by the Wartime Priccs and Trade Board? 

The Wartimc Pricos and Trade Board. 

Now had you any occasion to consider yoursclf, in dealing 
with this guestion cf the price of coal as between the §tccl 
Plant and the coal company, the quality of the coal for the 
purpose for which it is intconded to be uscd? 


No. 
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Now if we teke that figure you have got on a statomcnt hore, 
the price of coal to the Lasalle coke Company, and the figure 
which shows the cost of washing--you sec the realized prico, 
if you look at Exhibit 211, the realized price to Montreal 
Coke and Manufacturing for round coal was $4,33, and our 
realized price for round coal is $4.38. 

Montreal, 1941, $4,246 is the figure that is shown in 
Schedule 3. I don't know that that would be quite comparable, 
because of these being the figuros for the year as against 

&@ six months period.therc, 

That is unfortunate, but at any rate I suppose it costs as 
much to wash it in June as it does at aome other time? Well, 
Mr. Morrison, the exactness of the thing is not nearly so 
important, because we can deal with that later, but it just 
means this, that if the Steel Compamy pays for washing its 
cola the same price that is charged against the washing of 
Montreal Coke and Manufacturing Company you would have to 
increase its pricc, I mean to put it on a similar basis? 


You would have to inerease its price by the cost of washing. 


MR. FRAWLEY: What is that price? 


A 
BY 


G1.18 & bons 


COMMISSIONER MORRISON: To wash coal’ 


A 
Q 


Yes, 


Where? 


MR, FORSYTH: Right here in Sydney. You undcrstand the 


BY 


actual operation is not the only cost of it. You lose -~ T 
think Mr. Anson gave me some figures = 8 or 9 per cent. You 
lose 9 per cent of the coal, so that must be added into the 


cost of washing. 


MR, FRAWLEY: What about Island Creck? 


BY 


THE CHAIRMAN: That would be something intcresting. [I sup- 


BY 


pose we couldn't get a very accurate statement on wrt would 
be the cost of buying american coal and bringing it down hore, 


which I understand would be better coal for stecl making? 
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BY MR. FORSYTH: Mr. Anson is in course of preparation now of 
an analysis which will be sent to the Commission, in which ho 
is going to analyze all the cloments, including the clement 
of price on the smerican coal delivered, so that the Come 
mission will be able to sec just what difference there is 
to the Stcel Company in buying Dominion Coal at the price 
they pay and what would be the cost if they bought umerican 
coal of the quality they want at the price they would have to 
paye Of course the whole history is that the Stccl Company 
was put here to consume this coal, or at loast it was put 
here because it could get this coal at a price, and you 
can't talk about a loss on that coal except in the years 
when you could sell it somewherc clse at a profit. 

BY THE CHAIRMAN: Well, suppose that the Steel Company does get 
coal at below cost of mining, do you think that is a serious 
matter so far as the coal company is concerned, and by the 
coal company I mean everybody interested in the welfare of 
the coal company? «re you conceding that that is a bad 
thing for the coal industry? 

BY MR. FORSYTH: No, I am not conceding it at all. I think 
myself that the existence of the Steel Company here, and the 
fact that it can take this one of coal at times when it 
couldn't be sold anywhere else, is a very manifest advantage 
to the coal company, because otherwise their costs would be 
tremendous. 

BY THE CHAIRMAN: «dnd to the general economy of this part of 
the country? 

BY MR. FORSYTH: Just so, and I only developed the matter with 
Mr. Morrison for the purpose of showing that there was some 
debate about it, and I must say in that connection, elthough 
I think the press reports have stated the facts of Mr. Morri- 
son's report very accuratcly, that is they have just said 
that a loss was shown when you compare the price received 


with the mining costs, I don't think mysclf that it is a very 
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good thing for cither the coal industry or the stcel indus- 
try for either one of them to suggest that they are being 
helped out this way--we are talking about coal at the present 
time; I will get myself in wrong with only onc of my masters 
at a time--I don't think it is a good thing for tho coal in- 
dustry of this province for anybody to suggest that the in- 
dustry is being operated at a disadvantage so that the stccl 


company may have an advantage. 


COMMISSIONSR McLaURIN: I don't know what thore is on tho 


record on this question of washing costs. What did you say 


it was? 


MR. FORSYTH: It is cstablished in Exhibit 211 at $1.18¢, 


ihe 


BY 


and I am very grateful to Mr. Morrison for having made the 
comment he did ebout the cost of washing, bccausce I wanted 
to point out that the Stecl Company's expericnce is that 


they lose 8.92 per eent of the coal. 


COMMISSIONER McLAURIN: Of course I ama complete amateur 


BY 


but I would think that in some fields with modern washing 


plents SO cents a ton, including your loss of coal, is high. 


MR. FORSYTH: Of course you are talking about modern washing 


plants, and you are also talking about washing a different 
kind of coal, aren't you? I think perhaps it might be a 
little better in some instances if you would lose a little 
more coal. Mr. MacLanders has just given me e very inter 
esting and easy question of arithmetic. He says, what is 
the cost of the loss of 9 per cent on $2 coal, 18 cents; 


and on $7 coal of course it is 63 cents. 


BY COMMISSIONER McLAURIN: That's right, but you still have to 


ma ke up 1.18. 


BY MR. FRAWLEY: I think that this question of the importation 


of coal to replace Dominion coal at the Sydney Stcel Plant, 
I think it would be a good time to put on. the récord corrog- 
pondence that passed betwecn mysclf and Mr. MacLanders on 


this very question. 
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BY COMMISSIONS R McLAURIN: When you speak of records you aro 


going to put something on for the whole public to read. Is 


a talr or 15) it nov Tair? 


BY MR. FRAWLEY: Oh, I sec. 


BY COMMISSIONZR McLaURIN: Supply copies to us. I mean, I am 


not trying to keep enything off the record. 


BY MR. FRAWLEY: I see what you mean, and the correspondence 


certainly lost its significance when Mr. MacLandcrs Later 
Called my attention to this point. He stated, of course the 
coal would have to be washed, and how he tells me it costs 
61.18%. That certainly throws the comparisons right out. 

I think it is something wo have got to go into for the Com- 
mission's information, find out what it costs to wash coal 


in different parts of the world. 


MR, FORSYTH resumes Examination of MR. MORRISON. 


Q 


A 


Now just for the purpose of recording the fact, Mr. Morrison, 
I want to refer now to the item to which you call attention 
in your report, No. 205. That is the Dominion, isn't it? 
Yes sir. 

Theat reference to the additional man shifts worked comparing 
1944 with 1936, and I call to your attention the fact that 
during the year 1944 the mines were operating 269.2 days 

and that in 1936 they were operating 205 days? 

Yese 

And given a total working force other than mining labor, 
that is taking the surface and underground datal labor, you 
had an average working force in 1944 of 4,784, and multiply- 
ing that by the 64.2 additional days worked you would have 
307,132.8 additional shifts? 

Right. 

Now Mr. Cohen yesterda dcvcted some time-to @ discussion of 
the financial affairs of the Dominion Coal Company, and with 
particular reference to that portion of your report in which 


you give the historical background of the issucs of capital 
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stock and of bonds? 

Yes, I recall it. 

Now on this question of bond discount first, Mr. Morrison, 
in the first place I suppose it has been your expericnce in 
accounting that you usually find thet a person who wants to 
raise money by the sale of bonds has to pay somobody to sell 
them for him? 


That is the usual method that is adopted, yes. 


Q. and depending upon the credit of the company which is issu- 


A 


A 


QO Fr OO & 


b 


ing the bonds, and upon conditions in the money market, thoro 
will be fluctuations in prices that he can obtain? 

That's right. 

And it is usually, I say, the approach of the accounting or 
financial man to the fact that you have to pay to sell the 
bonds and that you have to take the prevailing market rate, 
you say, "Well now, I am projocting this matter over the 10 
years or 20 years that my bond issue will be outstanding. 
What is the effective rate of interest I am going to pay?" 
Well, it is largely on the rate on the face of the bond by 
the amount of the discount amortized over the period of the 
bond. 

Now I don't suppose you have gone to the trouble of working 
out the effective interest rates that this company has paid 
on its bonds over a period of ycars? 

No, I have not. 

It could be done? 

Yes, it is capable of being done. 

4nd doing that would show you what the money has cost, what 
the capital has cost the company over the period? 

That's right. 

Whereas adding together the bond discounts and saying they 
amount to one and a half million dollars tells you nothing? 
Well, it tell syou the total figure that has to be spread 
spread over the lifetime of the bonds» 


But it tells you nothing about the cost of moncy? 
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Well, you would come to the samc figure in total for a 
period of ycars. 

But I say the cost of the money to you expressed in terms of 
actual payments you must find out by calculating the cffec- 
tive interest rate? 

That's right, by amortizing it over a period of time. 

and that is the way it is gencrally donc? I mean, that is 
the approach? <A man borrowing money says, "What am I going 
to pay for it?" 

That's right, and the effectivo rate is only arrived at by 
spreading it out over the period of time involved. 

Now the preferred stock transaction. You recall that we had 
outstanding in 1934 an issuc of 7% cumulativo preferred stock 
totalling $3,000,000.00? 

That's right. I recall it. 

and no dividends had been paid on that stock for ll years? 
That's right, from 1923 to 1934. 

and that gave a total accumulated dividend of $2,310,000.,00? 
That is correct. 

In 1934 the preferred sharcholders were asked to do two things: 
to accept a lower interest rate on their moncy? 

Yese 

From 7 to 6 per cent, and to capitalize the arrears on 
dividend on their shares? 

That's right. 

4nd they accepted that proposition and received a capital 
amount totalling some $690,000.00 spread over the (5,510,000 
they were capitalizing? 

They received the amount of $690,000.00 in addition to the 
amount of $2,510,000.00. 

They received a capitalizcd amount expressed in preferred 
shares of Dominion Coal Company? 

That's right. 

Now did you ever make any calculation as to what amount of 


interest the $2,310,000.00 would have earned them at say 
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Sd per cent over the 11 years that they didn't got it? 

A Well, Mr. Simpson yesterday afternoon madc a calculation at 
5 per cent, and it has not been checked over, but it would 
appear as $577,500, simple interest. 

Q Of course I suppose when a man hasn!t got it it is fairer to 
compound it? 

& Well, just whichever way you are making the calculation. 

Q@ Well, at any rate they didn't get it, but the amount of 
$690,000.00 in preferred sharcs would not represent very 
much edvantage over what the amount would have got in com- 
pound intercst at 3 per cent or 2 per cent? 

A Well, I wouldn't think so. 

Q And these people were after all relinguishing on the original 
$3,000,000.00 l per cent dividend rate? 

& That's right, 

BY COMMISSIONER MORRISON: Which they didn't gct for ll years. 

& Which they didn't get for ll years. | 

BY MR, FORSYTH: Now yesterday we were going to get some--oh 
yes, Mr. Cohen also disoussed with you the reserve for bad 
debts. Gan you tell me just in a moment where that figure 
is? 

A Yes, it is in Schedule No. 3, 

Q Just let's look at that. On trade accounts the Dominion Coal 
Company had a reserve of $217,168 against $3,195,056.59? 
That's right. 

Do you consider that an undue reserve? 
No, I don't. I think it ds quite proper. It is less than 
10 per cent, in fact less than 8 per cent of the total. 

Q and you think that is a reasonable reserve? Now as against 
$6,563,015.33 they have got a reserve of S123, 783,987 

A That's right. 

@ Now my friend suggested that the Provinee of Nova Scotia, 
$76,612.84, was a good credit risk and I agree with that, 


but when I tell you that that amount has been disputed now 
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for some eight years ot my knowledge, if not more, wouldn't 
you think it was a prudent thing to have some roserve against 
its collection? 

Oh yes, when we found it was a refund of lease rentals, we 
have had some similar experience. I would say you would nocd 
& rescrve, 

Now when I tell you that C.N.R., $33,347.19, is a disputed 
Claim for damages against tho railway, do you think that 
that was a proper account to reserve agalnst? 

I would think go. 

and that the amount of $31,696.42 duc from the National 
Harbours Board is also a disputed account, do you think it 
is prudent to have some rescrve against that? 

Yes. if you gct any more disputcd accounts you won't have 
@ sufficient rescrve, 

Then there is one there, $35,813,817,.40, what do you think 
about that one? 

I think the auditors thought of serapping tho whole balance 
sheet because of that onc. 

and if any minor catastrophe should happen to that ono the 
reserve for bad debts of $123,000 would not last very long? 


Not very long. 


BY COMMISSIONER MORRISON: I would think you wuld bein bank. 


ruptey court instead of before this Commission. 


BY MR, FORSYTH: Well, there is something in that thought and I 


Q 


A 


guess that is one of the reasons we are hore. Now, Mr. Morri-~ 
son, viewing the thing from a broad point of view, would you 
think that that $123,000 was any more than adequate to take 
care of the hazerds of those accounts? 

NO, «as an auditor, now having rececived an explanation from, 

I would say an official of the company, I would say it is 
inadequate. 

Now the investment account of the Dominion Coal Company was 
the subject of a question or two by my friend. 


That is Schedule No. 4, Mr. Forsyth? 
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Q Now I wouldn't ask you to express an opinion on the value of 
the Glace Bay Hotel stock, Mr. Morrison, nor on the Glacc Bay 
Forum stock, or the Empire Housing Company stock, but I 
would Like to ask you with reference to--I suppose you would 
be willing to say that the four items listed above them 
appear to be better than those are? 

4A Well, the Dominion of Caneda bonds, I know something about 
those. | 

Q@ and what are those 4$ Dominion selling at today? 

i Well, I don't keep up with the market prices at all, but 
they are over par, 

Q@ «and the 3 per cent Second Victory Loan? 

BY COMMISSIONER McLAURIN: i103. 

BY MR, FORSYTH: 

Now Tt am not aoing to ask you anything about Glace Bay 
General Hospital, but do you know what Dominion Steel and 
Coal cumulative registcred income bonds are sclling at today? 
No, I have no knowledge. 

108 to 109, so on market prices at any rate the first listcd 
item appears to be, I won't say the soundest, but at least 
the most valuable relative investment for them? 

A Well, out of the total involved.I don't know at the moment 
whether those are carricd at their par value or at cost. 

Q They are carricd at par value. There was another thing, 

Mr, Morrison, that I wanted to speak to you about in 206 
while I think of it. Let's think about dmcrican coal for 

a moment. You referred to the fact that we have an inventory 
reserve of $600,000.00?% 

That's right, 

Q@ and you show of course that we haven't got avery large in- 

ventory? : 

With the exception of the purchased coal. 

Well now, I am not going to go into any technical discussion 
about the banking of coal with you, although that might 
easily arise there, but I will just ask you, having in view 


the magnitude of this company's transaction in american coal 
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and the fact that they have to make forward commitments at 
firm priccs for large amounts of coal involving large amounts 
of money, would you say that $600,000.00 reserve is exces- 
Sive to mect the hazards of this possible price? 

I would need to know much more about those hazards before [I 
would express an opinion. 

Well, you know there are hazards in prices of any commodity? 
That is true in quite a number of lines; not all lines. 

and where you are bound to speculate, because that is what 
you are bound to do when you make forward commitments at 
firm prices, then it is always prudent to have reserves that 
bear some relative proportion to the amount of money that 
you have at risk? 

Well, if that were the situation here, but you see this 
particular reserve has been built up over a period of years 
when American coal was not a factor. 

I am just saying that the reserve exists? 

That is true. 

and it may, in view of the fact that we have got into these 
very large trnnsactions affecting smerican coal, it may be 
not an imprudent thing to leave a reserve there for that 
purpose? « That may be possible, but before expressing an 
Opinion I would want to know something more about its risk. 
Well, you would say at any rate that any concern operating 
on a forward firm basis in a commodity the price of which 
is liable to fluctuate, ought to have some reserve, and the 
question is? 

How much? That's right. 

and if, of course ~-~ 

Have you left that question’ 

I haven't left it if you want to stay with it. 

I just wanted to make this one observation. The inventory 
on hand appears to represent about two months! supply, two 
months' sale. I just wanted to be sure that we were talk- 


ing about the adequacy or otherwise, and the forward com~ 
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mitments that were involved. 

Well, the forward commitments are more important than the 
inventory on hand, I would think? 

That is truc, but I would presume those are duly taken into 
consideration when the contracts are made, all of the risks 
that are involved, 

Well, I don't know what your experience has been in doing 
business in the last six years, but during the last six years 
you know a person who had to have something, or thought he 
had to have something, couldn't give much attention to what 
risks were involved in contracting to pay for it? 

Then that would be a reserve for bad debts, not for inventory. 
I mean if you are going to sell your commodity and not get 
paid for 1%. 

Oh no, I am talking about buying it before you get it and 
committing yourself to pay a certain price for it. If I 

have committed to buy coal nine or ten months ahead and the 
price drops in the meantime and I am still tied to my nine 
months price I have a hazard in that? 

Of course this was not designated as that kind of a reserve. 
I quite agree. I don't want to get into a position where 
Iam telling you I am not quarrelling with you, because [I 
don't have to tell you; you know better than that. All I 

am saying is this: If you have this $100,000 set up in an 
inventory reserve, and you find yourself in a business involv-~ 
ing very large sums of money pledged forward to buy a pro- 
duct, you can't be accused of being imprudent if you main- 
tain all or some wrt of that reserve, having regard to the 
risks involved,to meet the contingencies of a falling market? 
You certainly would not be called imprudent. 

It may be well to call the reserve by another name? 

That's better. 


And it probably would not smell a bit sweeter, or a bit 


worse? 
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It wouldn't smell at all. 

I don't know that it smells at all as it is, but I would 
certainly agree with you seriously that it would be well to 
designate it by another name. But there are a lot of things 
in here it is pretty hard to call by any namo until you find 
out what they are? 

I will agree with you 100 per cent on that. 

Now if you don't mind, Mr. Morrison, we will come to that 
question of the profit and loss. 

On page 12, is it, Mr. Forsyth? Is that what you have in 
mind, Exhibit 205? 

That's right. Now basing this question, Mr. Morrison, on the 
assumption that you got this profit and loss statement, or 
these figures from some statement supplied to you by the 
company, so that we don't need to have any argument about 
that at all, in order to have the true theoretical position, 
if you can call it that, you would have to deduct the 

Sydney & Louisburg losses from the figures shown in that 
table, wouldn't you? 

That is correct, and I put that on the record yesterday. 

I take it, Mr. Morrison, that you would agree with me that 
the task of yourself or anybody else, and engineering assis- 
tance, in rewriting the accounts of the company to change 
from its accounting system to the one that you propose will 
involve a great deal of detailed inquiry into the relative 
life of some of these installations? 

That's right. 

and you couldn't, of course, without having made those 
calculations, you couldn't establish a 20 year basis or a 

10 year basis or anything else to go on? 

Well, that is the work we hope to do with the engineer, to 
go into these items and endeavor to get from him his estimate 


of the lifetime of the various items in question, 
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One of the things that I may say rather surprised me was the 
suggestion that these pit tubs were, shall I say, capable of 
being translated into a standard life. 

Well, isn't that done on your first opcration? When you 
Open a collicry first doesn't the company take the same view, 
that your pit tubs on your first operation are capitalized? 
It takes the view that its capital expenditure is there 
spread over some ycars, but it also takes the view that when 
it necds new pit tubs that they are not necessarily--well, 
you have got a basic difference in accounting. It is pretty 
hard to work out an average on pit tubs. Did you think of 
that? 

Oh, yes sir, because it was quite a common practice in the 
West--we call thom mine cars out there--are spread over a 
period of years, all of them. 

I suppose you have a different situation out there due to 
much shorter haulages? 

There may be, and that is why we always defer to enginesring 
Opinion on a matter of that type. 

and different climatic conditions? 

It is quite possible. 

at any ratc you and I won't enter into any argument about it 
until you have decided something about it, but getting right 
down to brass tacks on the question of the accounting system, 
I suppose you would concede, or perhaps you can tell me as 
to whether more or less of the mines in the United States 
follow the practice that this company has followed, or the 
one that you suggest? 

Well now, I have no personal experience. I understand that 
the majority of the large companies follow very much ae 
system of accounting that your companies follow. That is my 


understanding. It doesn't conform, however, with what their 
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Nationel Coal association would suggest to them, but no 
doubt they have very good and sufficient reasons. 

It just amounts to this, that thorc is a large body of 
opinion that supports any onc of the three practices you 
suggest? 

Of course I think the min thing to be considered is the 
reason for the accounting procedure, .S you know, the Income 
Tax Department will disagree with many companies. They do 
not suggest there is anything improper in their accounts, 
put for the purpose of income tax thoy don't agree with then. 
Pho Emergency Coal Production Board does the same thing, 
which ig differont from the companies and from the Income 
Tax Department. For the samc roagon we are suggesting that 
this will reflect a fairly accurate picture of the costs. 

It will reflect a fairly accurate picture of the costs in 
the two years of 1943 and 19447 

That's right. 

But if you go back over the years, and I should think this 
Commission would have to do that, won't you find that your 
average eosts will back up all those figures and work 
out just about the same in the end? 

Now as to what the final result would be I do not know, but 
I would not be at all surprised to find that result. 

ind so faras the amount of money in the company is cone 
cerned, I meen the financial integrity of the company is 
concerned, 1% doesn't make a ereat deal of difference, leav- 
ing aside the question of taxation for the moment, it 
doesn't make any difference which system you follow? 

From whose point of view? 

Well, from the company's point of view? 

The company would be very much concerned with having all 
those charges regardcd as operating costs, because under 
present conditions they are going to got reimbursed by the 


Emergency Fuol Production Board. 
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This Commission is not here considcring this matter solely 


from the point of vicw of the #mergency Fucl Production Board? 


BY COMMISSIONSR McLuURIN: You used the word taxation. Don't 


you think it fair to have the words subvention and subsidy? 


BY MR. FORSYTH: I was actually putting the matter on the 


basis of an industry that had no subventions and no subsidies, 


BY COMMISSIONS MORRISON: You were thinking of the days ‘way 


BY 


back when? 


MR. FORSYTH: When you could buy onc for 85 cents. 


BY 


COMMISSIONSR McLaURIN: We want to be straight about it, the 


BY 


interests of the company, the mine workers and the industry. 


MR. FORSYTH: You see, the great difficulty I see about this 


thing is, I think that when you have e company that has been 
operating under this system of accounting for 50 ycars-~and 

I am not suggesting that there is anything wrong in Mr. Morri- 
son's attitude about it--I don't think that it is quite pos~ 
Sible to rewrite that company's accounts; I mean having re- 
gard to the span of human life and the amount of time people 
are willing to devote to these things, so as to present 4 
really accurate picture of the situation. Now might I say 
this, Mr. Chairman: It has been my view from the time that 

I first saw Mr. Morrison's reports, and I think that he would 
agree with me on this, that beyond reflecting a very indef- 
inite stete of affairs in this company's finances because 

of the frilurc to reach some conclusion on the subsidy 
arrangements for 1943 and 1944, and apart from the very 
useful and very intelligent way in which Mr. Morrison has 
collated the information and called matters of importance to 
the Commission's attention, I don't believe that this report, 
just in the state 1t is in, should have been put to the 
Commission at this time. That is the feeling I have about 
it, and if I had known more about it I probably would have 
said somcthing about that a few days ago 
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joct in my cross-examining Mr. Morrigon upon factual matters 
that I would have to put in his mouth as being statements 
from the company, and which he could neither affirm or deny, 
and I thought I might suggest that I might take these re~- 
ports and ask the officials of the companies to prepare in 
written form their comments from their point of view upon 
such points as Mr. Morrison has raised in the reports as 
requiring explanation, and if I have your permission, Mr. 


Chairman? 


BY THE CHAIRMAN: Nothing to interfere with the facts? 


BY MR. FORSYTH; Every fact presented by Mr. Morrison as I 


understand it is taken from the company's records or from 
information which they supplied to Mr, Morrison. Now we 

are not going to contradict those facts; that is not the 
purpose. Mr. Morrison does raise some questions. He raised 
the question, for instance, of the price of coal to the Steel 
Plant, tc Seaboard Power. Now I just take that as an in- 
stance. If I put it to Mr. Morrison that Seaboard Power 
Corporation burns splint coal which if they didn't take it 
would virtually have to be thrown away, Mr. Morrison would 
say to me, "I don't know anything about that. If you teil 

me that is so, all right." If I say to Mr. Morrison, the 
Seaboard Power plant was constructed in an effort to use 

that coal vather than have it thrown away, but always con~ 
sidered upon the basis that would involve getting coal at a 
price certainly less than the cost of mining first class line 
coal, that would not advance us any furthcr, but if some~ 
body makes a statement and domonstratcs what ha ppene 4 to 

the splint coal before that plant was built, that might be of 


some uso to tho Commission. Thet is the sort of statement 


I am suggesting. 


BY MR. FRAWLEY: I would like to havo a statement like that, 


maybe cxaminc them, show them to our enginecr. That seems 


to be a satisfactory way of disposing of it, because when 
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ee 


those statements come in we may want to do a lot of examin-~ 


ing before we put them into tho record, 


COMMISSIONER McLAURIN: We are not going to put them into the 


Lop 


record at all. They will be submitted to us to be sure we 


have it straight. 


THE CHAIRMAN: If it is a reply in contradiction to any 


BY 


opinions cxpressced by Mr. Morrison it should go on the record, 


and be subject to scrutiny by Mr. Morrison too. 


MR, FORSYTH: I must say I have perhaps not a very clear idea 


of what the record is. I don't. visualize this Commission 
making a record that would go to a Court of Appeal. TI 
visualize the Commission as having before it information in 
the form of sworn testimony or matters road before it; infor- 
mation in thc neture of memoranda, roports; information that 
it has perhaps acquired by reason of the visits to the coal 
mines, not in writing at all; and when they come to prepare 
their report this is the record they will have, all the 
information they got; but if it is necessary at any time to 
ascertain who took this position or that position upon a 
disputed question of fact, then it seems to me that you would 


go to what I would call the transcript cvidencsc. 


THE CHAIRMAN: Of course everything we are gctting here is 


BY 


BY 


part of the record, whether it is put in here or not, but 
what I say in regard to your proposition is, every word Mr. 
Morrison has said, every opinion he expressed, is in what we 


Gall the cvidenee record, if you want to put it that way. 


MR. FORSYTH: <All right. If I come to you with a statement 


and say, “I don't agree with Mr. Morrison's opinion about 
this," I think from the point of view of my interests that. 

TI should do the thing this way or that. Now if anybody wants 
to read that into that record so that they can compare my 


Opinion with Mr. Morrison's, I don't caro. 
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BY MR. FORSYTH: If I were doing it, when that submission 
comes in I would say to Mr. Morrison, "Have a look at it. Docs 
it change your mind about anything?" He would say no. Pro- 
bably he would say yes. If it docs, add to your roport, "Sinco 
writing that report I have read so and so and it changed ny nind, 
peo avant. 

fad I wanted also ts submit fro the Commission's infornas 
tion an analysis of this situation with regard to tho coal 
supplicd to the Stcel Plant, from the point of vicw of the Stccol 
Plant, so that if there is anything in that thing and it has 
to be discussed and it has to be made the subject of press ro= 


4 


ports and othor propaganda, then 1lct us have the facts so that 
they will be known by everybody concerned. Now that is anothor 
statemcnt that I wanted to make. 

BY THE CHalRMaN: That is the suggcstion I made a little 
while ago. 

BY MR. FORSYTH: Yes. I don't know that there is any- 
thing else I can do at this timo. I want to say on Dehalf of 
my clients before I close that the Commission itself needs no 
compliments from me, but I do want to say, some of these men we 
my not see. Dr. Young has been here, Mr. Morrison has beon 
here. I want to say that so far as the staff of this Commis- 
sion is concerned, and that includes the seerctary and his 
assistants, I found them to be extremely co-opcrative. Mr. 
Frewley, known to everybody to be the king co-operator in tho 
Commission field, but everybody connected with this Commission 
has been most co-moperative and have given me personally great 
assistance, and I speak for my clients when I say that they 
appreciate that co-operation too. 

BY MR, FRAWLEY: I have been asked to substitute a now 
Exhibit 72, which is a summary of labor classifications shown 
in age groups for Dominion Coal Company Cape Breton Operations. 
It hes been revised. It mcans that 72 has simply been withdrawn 
and this document substituted in its place. [I may say a copy 


was given in advance to Mr. Cohen. 


SAte sna Fi 


ez ot Sotetjftad) 


516850 % oa re 


2" ke 


, a 


G tot s¢sete CBS 


otiay: 
ert [E> 1 s@ 


ir nese piney 

‘ve ¢ geod ead 

) Pan (oon nrSel ase J 
ov at Atoo ures 

“7a 


mw SY thd lee 


We ~4217= 


Then I was asked by the Province of Nova Scotia to sub- 
stitute a new Table No. II, page 23, of Exhibit 46, and similar- 
ly to substitute a more complote and detailed statement for tho 
table which appears on page 7, bcing the average figures for 
Nova Scotia coal markets for thc four years immediately pre~ 
ceding the wer. That's all. 

BY MR. COHEN: I didn't join in my friend's remarks 
because - this is a promisc, not a throat - I expect to be with 
the Commission in Ottawa and thought that I would then make the 
remarks thet would be fitting to the occasion. I take it that 
any statement that my fricnd will file - and I am suggesting 
that my friend has pretty well followcd the same line as that 
suggested by me carly in the afternoon in respect to qucstions 
I would address through Commissicn counsel - I take it that 
copics of such statements would be made available to us, because 
we have at the present time Mr. Morrison's financial statements 
and his report end his testimony both in chief and on cross~ 
examination and on examination by my learned friend Mr. Forsyth, 
and certainly if anything is coming in, cither from a factual 
standpoint or a standpoint of deduction or anything else that 
bears upon that material, I should think that we would have it 
made available to us. 

BY THE CHAIRMAN: Oh ycs. Well, that finishes our term 


SE  emnietenaaeel 


here. You will hcar from us perhaps in a few ycars!' time. 


4,15 P.M, = COMMISSION ADJOURNED 
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THES ROYAL COMMIoSION ON COAL 


rn en RS A a 


Ottawa, Ont. 
Wednesday, Oct. 3rd, 1945. 


The Commission met in the Court Room of the Board 
of Transport Commission, at Ottawa, Ont., on Wednesday, the 3rd 
day of October, 1945, at 10:00 o'clock A.M, 
PRESENT; 
His Lordship the Honorable Mr. Justice W. F. Carroll, Chairman. 
? 4 "Hon. Mr. Justice C. C. McLaren, Commissioner. 
Angus J. Morrison, Esquire, Commissioner. 
J.J.» Frawley, K. C., Commission Counsel. 


Robert D. Howland, secretary, 


BY MR. FRAWLEY - .The first submission will be by The Canadian 


Institute of Mining and Metallurgy, and Dr, A. H. Cameron will 


DR. A. K. CAMERON then reads Exhibit 212, as follows: - 
The Council of this Institute has approved the appended 
Brief and directed that it be submitted for your consideration. 
The Council wishes the Commission distinguished success 
in the performance of its vitally important task, and will gladly 
accord any assistance in its pvower. 

The Institute earnestly endorses all representations 
that have been made to the Commission insisting that the problem 
of the Canadian coal industry is a National problem, and submits: 

(1) That the condition of the industry has, in recent 
years seriously deteriorated. 

(2) That either it mist be strengthened as an important 
national industry or it mst further deteriorate, 

(3) That, for the industry to be stabilized on a basis 
commesurate with its social and economic importance to 
the nation, immediate plans must be formulated and 
implemented to achicve substantial betterments alike 


in production, consumption and domand 
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(4) That the Industry should be enabled to supply 

as mich as economically practicable of Canada's 

normal coal needs. 
Introduction 

The Canadian Institute of Mining and Metallurgy is 
an association of engineers, scientists, operators and others whose 
primary interests lie in the mining, metallurgical and associated 
interests of Canada. Its membership includes executives, 
officials and workers in all the large industrial organizations 
using and working products of the mineral industries of Canada. 

The Institute is national in character, with 
branches in all sections of the Dominion where mining and 
metallurgy are practised. In certain places, as in Alberta and 
Nova Scotia, large numbers of its members are interested in and 
dependent upon coal mining and the producing of coal and products 
from coal. In other places, as in Trail, British Columbia: 

Flin #®lon, Manitoba; Sudbury, Ontario; and Noranda, Quebec; to 

name only a few, its members represent and work for industries 

that are large consumers of coal or its products, and must consider 
the costs of these materials in tho operation of the plants and 
industries in which they earn their livelihood. 

The rdilways of Canada require large quantities of 
coal for freight and passenger movements. The mining and metal- 
lurgical industries are responsible for no small part of the total 
car loadings and rail freight movements throughout Canada. The 
Institute realizes full well the important part that fuel costs 
play in the cost of rail transportation. It knows the effects that 
high cost of fuel can have in increasing the costs of these 
movements and thus, perhaps indiroctly, but nevertheless substan- 
tially, increasing the costs of mining and motallurgical treatment. 

Because it represents both producers and consumers 
of coal, because it represents all sections of Canada ~ east, west 
and centro ~ and because its membership represents all phases of 
the mining and metallurgical industries in Canada, the Institute 


desires to mike its contribution to the great assemblage of data 
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and argumoemt that has been placed before the Royal Commission on 


tho Coal Industry of Canada, 


a SE 


Your Commission has received many briefs concerning 
the coal problem of vanada. It is not the intention of this 
Institute to repeat the many arguments that have been put forward 
therein, but it does desire to support all represmtations relative 
to the national character of this problem that have been made, and 


to re-cmphasize a few of thom, as follows: 


1. General 

The outstanding contributions to Canadian requirements 
made during two great wars have left the industry in a seriously 
weakened position. This is especially the case with many of the 
older operations. 

Many important markets dcvelopod over long periods of 
years were lost, and recovery of lost markets is a slow and 
expensive process. 

In some instancos, expenditures necossary for physical 
re-establishment of mines to a standard essential to future opera- 
tions are substantially in.excess of the financial resources of the 
Mining companies. In others, consideration mst be given to the 
opening of now mines and possible abandonment of certain exist ing 
nines. 

In the circumstances, it is obvious that the industry 
cannot continue as presently constituted. It must be oxpanded to 
continue as an important national deve1opment, or it must revert 
to a lower category, supplying only sectional requirements and 
functioning on a gradually reducing scaloc. 

Stabilization of the industry to a condition in kKoeping 
with its importance will require adjustments throughout the entire 
Canadian ficld of production and consumption. The following are 


submitted as prominent among the primary considcrations for review. 
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eee 


(1) The nature and effect of foreign competing fuels, 
solid and liquid. 


(2) The great distances separating the Canadian coal fields 
from industrial and more thickly populated centres. 


(3) Tho ereat varicty of coals available in the coal- 
bearing areas of the country. 


(4) The widospread differences in structural conditions 
and the varying depths of the coal deposits below 
the surface. 

(5) Insurance that future developments will be in 
kcoeping with proper conservation of the country's 
coal resources. 

(6) Employment of the best methods of extraction in tho 
various producing ficlds so as to assure efficicnecy 
and cconony in operation. 

(7) Consistont with fairness to omployecs in the 
industry and to the mining companies involved, 
definito assurance that the benefits of improve- 
ments in operations will be passed on to the 
consuming public -- especially where financial 
assistance is rendered the industry. 

2. Competition of #orcign Coals, 

The Institute believes that the national interests of 
the Dominion demand that the coal industry of Canada should be 
assisted to supply as much as possible of the normal needs for 
coal. 

The complete dependences of Canadian industry on 
Canadian coal is probably not cconomically possible. Laid down 
costs of foreign coal, particularly American coal, in certain areas 
of Canada may because of geographical conditions always be less 
than costs of similar Canadian coals. 

On the other hand, unless Canadian products provide 
more than morcly potential competition, it is reasmable to expect 
that the cost of imported coal and Liquid fuels to consumers in 
Canada will rapidly rise. In the past, Canadian production and 
the threat of competition have had an important bearing on the 
cost of fuel to many Canadian consumers. 

This. regulation of prices and to some extent of the 
quality of fuels is rogarded by the Institute as definite justifi- 


cation for assistance to the Canadian coal industry. 
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5. Competition between Canadian Coals. 

The Institute believes that the Canadian consumer is 
entitled to the full benefits of honest competition in quality and 
price. This is the fundamental stimulus of private enterprise. 

At the same time, the Institute realizes that geographical location 
of the coal-producing areas and physical conditions in the coal 
Seams are primary considerations in achieving maximum use by 
Canadians of Canadian coal, Transportation costs are the result 
of geographical location: production costs depend largely upon the 
physical conditions of the coal devosits and developments in mining 
practice. All these factors mst be considered very carefully 

in plans to supply Canadian markets from Canadian sources. 

All the briefs submitted to the Commission have 
amphasized the problem of transportation costs resulting from the 
geographical location of Canadian coal fields. While there has been 
some now development to mect sectional wartime requirements, the 
fact remains that time total productive capacity is, nevertheless, 
considerably less than the normal needs for coal by the Dominion. 

A review of market conditions indicates that there 
is not sufficient consumption in any one of the important producing 
provinces to absorb the coal mined within the province. This 
necessitates movement of surplus coal to other provinces. 

Duc to the distances separating the mines from 
important consuming centres, each producing area desires and needs 
assistance to overcome the transportation costs involved in moving 
its products to available markets. . 

Production costs reflect largely the relative 
accessibility of the coal, and this in turn depends upon the 
gcological structure of the deposit and upon the history of mining 
Operations within it. Near-=surface coal is cheap coal; deep- 
Seated subterranean and submarine coal is expensive coal. 

The Canadian coal problem is complicated by 
Operations in old producing fields of Nova scotia and Western 


British Columbia, where cheap, near-surface coal is exhausted, 
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3. ~4223- Dr. a. EH. Cameron 
and by other operations in intervening fields where large reserves 
of cOal are more readily available, Detailed description of these 
conditions have been submitted to you in bricfs prepared by the 
various provinces. 

The Institute boliaves that subventions on freight 
movements of Canadian coals from the East and West to Central 
Canada, to permit coal from Canadian sources to compete with 
foreign (lar ee Ly american) coal, are not by themselves a complete 
solution of the Vanadian coal problem. It considers that regional 
and even individual adjustments will be necessary to synchronize 


various units of the industry into a national co-ordination. 


4, Hffect upon social Conditions 

sn important function of the Canadian coal industry 
is employment. The industry employs more labour per dollar's worth 
of product than any other industry, and it has been shown in many 
of the bricfs presented to you that the transportation by rail and 
the distribution of Canadian coals to points boyond the natural 
markets of a givon area gives employment to largo numbers of 
Canadian workors apart from those omployed in actual production. 

The industry thus supports indirectly many homes where 
the products of manufacturers aro consumed. Greater stability of 
the Canadian coal industry would make such homes more prosporous 
and in that way enlarge tho markets of Canadian manufacturers in a 
mtually profitable association. 

To achieve these effects, the coal industry mst have 
highly competent management, modern equipment, am developed 
resources. To obtain those, it must be established upon a sound 
financial basis. That indispensable essential can be achieved and 
maintained only if the products of the vanadian coal fields can 


move to markets beyond presa.t Limitations. 


Coal is as mucha public necessity as the products of 
agriculture and/or fisheries. Those industries are aided by 


financial arrangements expediting the importation of essential 
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equipment not manufactured in this country. The coal industry 
su0uld bo givon similar facilitics. fo competo on an equal 


footing with importod fuels, mining equipment uscd by Canadian 
coal producers -- and not available from Canadian manufacturers -- 
snould be oxempt from import duty and salos taxes. To permit 
stabilization of markets, adcquaro financial arrangements should 
be established and assured for a reasonable period of time. 

stoadily increasing charges by cortain of the 
municipalities in which thc mines are situated impose heavy and 
unfair handicaps upon some of the companies. In view of the weak 
position of the industry and because of its importance to 
there should be a definite 


minicipal, provincial and fedcral bodios 


’ 


Limit upon pressure for financial returns from the meusthy. 


6. standardization of Regulations. 

The Institute commends the efforts already made 
towards co-ordination of provincial regulations and recommends to 
the Commission that this Gndoavour bo further developed to ths 
national advantage. Lowcr production costs could be 2chieved 
by oxpanding tho use of clectrical and other applications of 


motive power, including low-cost haulage, in the mines. 


7. Investigation and Resoarch 
Ths Institute commends investigation and research in 

combustion and better utilization of Canadian coals and believes 

that in these lic great possibilities of oxpanding the markets 

fOr industrial and domestic fuels. Continucd investigation and 


research must propare for the day when cheap Liquit fuels will not 


be as readily available as they 2re today. 


8. Justification for a National Coal Policy 
4 conference of eight Provincial Ministers of Mines, 
gathered in juebec in April last, considered the Canadian coal 
problom in its broader aspects and after deliboration stated: 
"Phe conference recoumends that coal should be 
recognized and declared a national public necossity 


and that, arising trom this, there should be a 
national coal policy." 
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rgument on the national value of the Canadian coal 
resources is based on the great reserves of coal available, as 
reported in the briefs submitted to the Commission, and upon the 
present and potential productive capacity of the industry. 
Undoubtedly, the reserves and resources of Canadian coal are ample 
for ail such economic and political developments as may be assured 
by formulating now a sound national coal policy. 

To proclaim and reiterate the value to any nation 
of a native coal supply is Superfluous. That is accepted as a 
proven premise, It is written into the history of nations. 
Canada's national coal problem, the many humiliations and embarrass- 
ments it now involves and must increasingly involve, arises from 
our attempt to maintain national status. It arises from the con- 
centrated development of industry and the disproportionate growth 
in population in Central Canada ag compared to the Hast and West. 

This concentration has resulted from two conditions; 
first, proximity to the coal ficlds of the United otates and 
enjoyment of a situation nearer to those great coal fields than 
that of many of the larger cities of tho United statas itseltT; 
Secondly, a tariff structure fostering the manufacturing industries 
of Contral Canada. The finished products of these industrics are 
sold throughout Canada and aro paid for by citizens who make their 
livelihood from the production and the sale of raw materials, the 
products of the earth, the sea, the forests and the mineral deposits. 

4 discussion of the advantages or jisadvantages of 
this condition forms no part of this brief. The condition is 
established and is part of tao Canadian scheme of things. it 18 
probable that the economic trend responsible for it will continue. 
It has already created disparity in population density and growth 
Of industries: and as there is overy indication that the disparity 
Weee persist, it is in the national interest to develop ways anil 
moans to compensate or ameliorate the differences. 

The princiole of reciprocal trading between Canadian 
Provinces has been recognized ani practised since Confederation: in 


fact, that was part of the pact. One province exchanges the raw 
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ce -4226~ Dr. 4. B. Cameron 
materials and goods it possesses in abundance for things it lacks 

but which another province does possess and:wishes to supply. 

The fact that the provinces to the East and West have coal and the 
Cantral provinces have none, certainly comes within this elementary 
principle of national exchange and of economic oneness and continuity 
If this principle be denied, then nationhood’ as a principle and 

as a ruling motive in Canadian life is also donied. 

But whore coal is concerned, there is an added 
omphasis from the national standpoint. in industrial nation, 
possessing armics and navies, with immensely long linesof communi- 
cation and inhabiting a northorn country, mist have coal and.coal 
im plenty. if Canada does not utilize its own coal resources, if 
it ulImecessarily imports coal from outside its own borders, it will 
become impotcnt to stand alone and, in time of danger, must 
Beacritice its autonomy to its need for coal. 

Briefly and plainly, if Canada depends upon a 
heighbor for her coal supply and allows her own coal production to 
lag through neglect or inulequate use, she not only restricts 
development OL the outlying Sections of her structure, but rests 


her national future upon the genorosity of that neighbor. 


Conclusion 
The Institute wholeheartedly supports the declaration 
promethe contcronce of Provincial Ministers of Mines, “It tristc 


that this submission will assist tho Commission in its offorts to 
ostablish a national coal policy, to the end that the coal industry 
of Canada may be stabilized on a sound economic basis, capable of 
Supporting prosperous communities and assisting in the re-cestablish- 


mont of the Canadian people. 


Dike ash. CMENON (already sworn) EXAMINSD BY MR. PRAVLSY 


wor, Cameron, on page 5 of your brierl you say =|" limis 


reasonable to expect that-the cost of imported coal ana liquid 


A 


fuels to consumers in Canada will rapidly rise. I wnier what 


you had in mind to support that statement? 


rn 


B, Tho idea thére is that the prosence of Canadian coal upon a 
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Canadian market will always act as a restrictive influence in 
raising the cost of foreign coal coming into the country. 

1. Of course Vanadian coal cannot get to the Central Canadian 
market under its own steam? 

Peenat is true, 

Q. ©o it is a matter of government assistance? 

BY COMMISSIONER McL..URIN - It gets to Montreal under its own 
steam? 

EXM. BY MR. PRAIVLEY _(continued) 

4. Do you mean the presence of Canadian coal in Montreal, but 
not assisted further, will have an effect? 

ee Oetinitely, sir. 

e Would that satisfy this function if the Canadian coal only got 
into Montreal Harbor? 

4. There is Vestern coal coming as well as Hastern coal. 

ie How far does it get into what we call Central Canada, without 
assistance? 

4, Well we are not prepared to say, sir, how far it might go, 
but there are possibilities that it can come from the west. 

4. Not with subsidy. 

ae COMMTS STONER _ MORRISON - Mr, #rawley, there have certainly bcen 
submissions made to this Vommission where they indicate that coal 
can come from Vestern Canada without assistance provided certain 
rates were fair, as thoy torm it. 


BY MR. PRAWLEY - Freight rates? 


EXM, Of MR. CaM@RON BY MR. FRAWLEY (continued) 

}. If you reduce the freight rate you could move the coal further, 
but assuming the freight rate stays where it is, by and large 
VJestern coal cannot come into Central Canida without government 
Sesistance, Is that right? 

4, TI would question the completo rightness of that. There are 
ilincs in the West that it might come from depending on the cost of 
production. The cost to the consumer is cost of production plus 


freight. 
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42 il was under the improssion that ‘“ostern coal however cheaply 
mincd, could not como into Central Canada, say the Toronto area, 
without assistance. 

BY THE CHiATRMAN = What do you mean by Contral Canada? 

BY Ma. PRAVLEY = I say, the Toronto area 

DR. C.sMERON  - $8.00 plus ple50, or #9.50 might be competitive. 
HAM. Ot! aU8 DE. Onn G..MERON _ BY Ma. ih. JLEY _(continued) 

). In any event what you mean is that you want the Canadian coal 
to at least function as a partial dotorrent of the price? 

Pe Hight. 

¥. «and you think even if it got to Montreal Harbor, and it docs 
without subsidy, that that is ocnough to influonce and stabilize 
the american price? 

wae ay MONtTYOAL. 

J. snd you think otherwise ths Jmcrican vriccs might go up? 

4s, Conceivably they could. 

4. You have nothing to offor to tho Commission indicating at any 
time in tho past where it has done that? 

e. No sir. 

te Now 1 don't know quite what you moan whon you say on page 7 
when you say that your Institute "considers that regional and even 
individual adjustments will be necessa ry to synchronize various 
units of the industry into a national co-ordination." 

++. It considers with the regional conditions of coal production 
and freight, and even the individual operations of a given coal 
Mine, the coal operation may have to have assistance if the whole 
units of the industry are to be of this assistance to Canada. 

« . There may be somothing in what you say. Can you illustrate 
for us concrotoly what you mean? ire you saying, keep Western 
coal in Jestern Canada, or somothing of that sort? 

‘4, We feel that the Canadian coal problem, whether in the Bast 
or Jest, in ordor that the Canadian coal can reach tho Canadian 
consumer, and therefore in order that the Canadian coal mings can 


Continue to opcrate on a substantial scale, a given region situated 
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at some distance from a given markot may need substantial 
assistance to allow its coal to onter that market. I am trying 
to think of a particular case, I don't know whether I can or not 
off-hand. If we take the region of Springhill let us Say. If 
ha. a definite problem to get its coal by water ‘or rail to the 
Montreal market. Now that would hold for the Springhill or 
Joggins area, anything other than the scaboard areas. It wold 
hold for the Drumheller also, or Saundors Creek areas in the West. 
Q. If you only mean they mst have assistance to get to that 
market, that is exactly what is happening. 

i, But if their mining conditions are such that in order to get 
their coal to the surface cheap enough so that the surface cost 
plus the freight will give them an opportunity to enter the market, 
2. Do you mean there should be a continuance of the production 
Subsidy that has been prevalent in war timo? 

4, ‘There may be a necd for individual production subsidy. 

4. 0 you think there could be a continuance of production subsidy 
without a larger measure of w ntrol by the pcople putting up the 
production subsidy? 

4, Thers could be assistance in the rehabilitation of the opera- 
tions, in the rehabilitation of the mines so that cheaper coal 
could oe produced, 

Y I just want to understand what you say. Operate from freight 
Subvention in which these mines participate, because subvention 
regulation is general in its application. Apart from that, you 
pay there should be some assistance éiven to assist the voal to 
got to the pithead before it goes anywhere? 

oe as, 

BY THE CHAIRMAN = Would you Slegest a wratuitous donation? 

+. Not necessarily: it could be ropayable from loans, 

BY COMMTPOSIONER MORRISON = As, if and whon? 

*. Yes, as the decreasing costs could return the monoy. 

BY COMMISSIONER McLsURIN - You are in favor of having the money 


put up anyway if necessary, whether secured or unsecured? Or do 


you only favor a self-liquidating loan that could be repaid, 
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can -42350 - Dr. ... BH. Cameron 
something that a prudent man of business would invest in? 
o. I think the interested prudont man of businoss would say that 


the loan should be repayable. 


%. «and should not be loaned unless it is repayable? 


SAT. BY Mn. WRNLEY (continucd) 

Le You say the total extent of government assistance should be 
One applicable to the whole industry, to be taken advantage of by 
those who can, and let the consequences attend those who cannot? 
i. That seems to be what is indicated, 

4. No, that is quite contrary to what you Saye tro vou 
that any government assistance should be of a general character 

to be takcon advantage of by those mines that can take advantage of 
it, and those that cannot, let them go under? 

+, There are always cases where in the question of conservation 
@c our coal supplies, of our coal resources, it may be necessary 
to assist a given operation in order that the maximum return 
Should come from that resource, rather than allow some now operation 
to take placo which will sacrifice the older one. 


Q 


ue 


To be perfoctly correct, do you think that notwithstanding tie 
Hien Mining cost of getting coal out of POUL ee Cie Omiere tc 
Serve the coal resources, that the governmont of Canada should put 
money in to help this coal coring to the surface and conserve 

the resource? 

4+. Up to the point where the coal, or the costs thereof get to 
sone maximum linit. 

te ‘There should be 2 limit beyond which the Government should say 
Poetar ane no further? 

P| 6 eS. 


4. Do you know something of the Springhill costs? 


Q. You don't think that limit has been reached yet? 
. No, not yot. 
te Now at the bottom of pago 8 you again use some general language 


which I want you to elaborate on: "adequate financial arranvenents 
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should be ostablishcd and assured for a reasonable period of tine," 
to permit stabilization of markets. 

Perhaps that is what you have just boen discussing with me, is it? 
wee od. Ghink So. 

i. On page 10 you come to this luebec conference that we have 
heard quite a lot about and you say at that time the Mines Ministers 
of the Provinces resolved that coal should be recognized as a 
national public necessity, and that, arising from this, -there 
paoula (be a National fucl policy. I suppose coal is a 

national public necessity? 

#. 1 don't think anyone can deny that. 

Se,.-nd it is a question of how much it should cost the government 
to keen the Canadian coal coming from the mines, or let competi- 
tion have its play and keep it coming frm the American mines. 

That is perhaps a-little cryptic way of putting it. 

4. There mst be a line drawn sonowhere, Sir’ 

% You do speak about embarrassments. You are not endeavoring to 
make a point there that we have been under any embarrassment in 
endeavoring to Keen out coal supply augmented fron the United states? 
4. I think the embarrassment there wold rofer probably to that 
end Certainly to the general problem of proper distrivution of the 
coal available to the Canadians during tho last five years. 
eeerountise the word "huniliation”. You don't resard teases 
numiliation that we should go to the United states for cur coal 

in Central Canada, or do you? 

4, I would think that is what the brief intends. I am only 
Spokesman for a comnmittce. 

BY THE CHAIRMAN = Humiliation should be kept at the door of those 
Wi0 are not giving us competont coal operations. 

BY MR. FRAWLEY - We are certainly in tho valley of humiliation 
oxcept for the Federal Treasury to bring the Nova Scotia coal UPe 
BY THE CHATRM{N - Why Nova Scotia coal? 

MR, FRAWLEY - Nova Scotia, or any other Canadian coal: your coal 
and ny coal. AJL that bothers me about this. business of coal, 


being a national necessity, just for the sake of argument.. 
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re 


BY THE CHAIRM.N - Why should you argue with hin? 
Piepe. CaMeRON. — Is Lt not humiliating to the Industry that 4t 
has to go pleading to the Governnent for assistance? I think that 
is in the back of the Minds of the bricf, also. 

BY Ma. FRAWLEY = If you aro transferring that from the people 

@f Canada to some coal operators, I am inclined to think it mist be. 
ma. 90d it is due to the fact that the physical location of the eoal 
Boones to be far away fron the utilization of coal, 

BY THE CH..TIRM.N = There are other basic reasons for the cause for 
MumiLiation too. 

BKM, Of DR, C.aMBRON BY Mk. sR /LBY (continued) 

Mee Ou say on pago 12 - “If Canada does not utilige its Gwm coal 
rescurces, if it unnccossarily imports coal from outside its own 
borders.." What woull you regard as am unnecessary importation? 

es. Certainly the importation of more coal from the outside than 

Can be reasonably supplied fron its own. 

i. When you say reasonably supplied, you are getting down to what 


should be reasonably taken from tho i#cderal Treasury to Keep it 


pee neat 1s rignt. There is no alternative to that. 

y. It comes to a mattor of dollars and cents? 

mee ebsolutely. 

. How mich should this coal industry cost the wederal Treasury? 
A. That is the problem. 

BY COMMISsSLONER MORRISON —- At that point, and following one step 
further. If the industry were to continue functioning in the 
manner you describe and the governmon. continually kept putting 
monoy into it, would you be in favor’of the Poderal Government 
going the rest of the way and taking it over altogether and 
Operating it as a national utility inasmuch as they would be 
interested to the extent that you would consider reasonable? How 
far would you go? 

A, That is a pretty gravo question to answer. I think that is 


What your Commission has to decide. 
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a) But we are looking for holp, and we know of nobody better 
qualified to holp. 

Pe tam hero as Prosidont of the Mining Institute, not as Deputy 
Minister of Mines for Nova Scotia. If you would ask our Institute 
to give you an answer to that question, we would be glad to 
Prepare another brief on it. 

@ ‘Your Institute has come to us today and said that the Federal 
Trcasury should put up a reasonable amouht of moncy. 

A, I would say that the Institute considers that your Commission 
meecapable of finding that medium line. 

BY THE CHAIRMAN - That was not altogether the question. I think 
the question put to you was whcther if this industry cannot get 
along without continuous supplios of money from the Dominion 
Treasury, should we recommond the government of this country 

that the Government should take over tho mines and operate thom? 
4, Thore will always be certain sections of the industry that 

can operate without government assistance. 

BY COMMISSIONER McLAURIN - Wo aro talking of the ones that necd 
assistance. 

A. ‘That becomes a question. 

BY THE CHAIRMAN - Porhaps we should not ask you to answer that 
question. Jt has become somewhat of a political question. 

BY COMMEoSIONER McLAURIN - If you were speaking as Deputy Minister 
of Mines for Nova Scotia you would know how to answer it, as to 
What you are doing there now. 

XM. OF DR. GAMERON BY MR. FRAWLEY (continued) 

2%. You say they should spend a roasoable amount, and until they 
pass that line they should not seck to have any voice in the manage- 


oa 


ment of the industry‘ 


= 


4, I think that would be right. 

2. Then if they pass that line you think they should have, not 
cOmplete ownershin cortainly, but a much stromgor voice in the 
managoment? 

it 


4. If tho industry cannot keep out of the noed of assistance 


beyond that limit which must still be set up, then I say there is 
moO alternative. 
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4}. Would you say a voice in the managemont, or ownership? 

#. i would say a voice in the managemont. 

d%. First anyway? 

i. GS. 

BY COMMISSIONER MORRISON. - Providing they put somo money in 
Along With the voice? 


EMM. BY MR. FRSILBY (continucd) 


J. You suggest at the bottom of page 12 that Canada rests her 
national future upon the generosity of that neighbor. That 


neighbor, I sunpose, boing the United states of america? 

ee OS's 

% Do you think the coal is coming here out of 4 sénse of 
genorosity? 

i+, Undoubtedly they have besn gonerous in tho suoply of coal to 
Canada during the war. 

You mean that Canada has boen treatod like one of the states, 
but Cutsias of that, it is simply tho good old prorat motive: 

m ies. 

%. nd that would be a mich botter thing to depend on than 
Senerosity as far as our future is concernod? 

m Noll if there’ is no opposition to the meriean coal com we 
into the market, then I think you have a closed market and they 
can do what they like with it. 


‘de 


Suppose there is no more Nova scotia coal that can go into 
Central Canada excopt what comes up tho St. Lawrence. 

1. I wold like to be divorced from Nova Scotia, I am repre- 
Sonting the Canadian Institute of Mining and Metallurgy. 

ts But Nova scotia is producing more co2l than Mr. Morrison's 
peoplis now. Let us say there is no other coal av ali. kt te art 
fron the americans, Go you think they would run up the price? 

BY THE CHATRMAN - Didn't you start to talk of the ot. Lawrence 
market? 

EAM. BY MR. FRAWLEY (continusd) 


) Let us say that the coal that got in was only what got in 


we 


under its own steam from oithor oast or wost. Do you think thon 


S. -4235- Dips fis B. Camoron 
the United otatos woulc be in such an advantageous position that 
they would run tho price up? 

a. Yes, I think to protty noar what tho Canadian coal would cost 
tho consumor to got. 

). What havo you got in support of that statemont, anything in 
the history of the doalinzs? 

we NOS 

feeeny tinge in the past. 20 yoars or so? 

+. ‘there has always been that break on tho 4merican costs of 
some competition. 

% iunderstand that the Canadians paid the same price at the 
Poe tet the ouerican producer paid. If that as scesiw has not 
beon Canadian coal that kept any break in price, because surely 
Uanacian coal does not establish any “merican price at the mine 
for .moericans ? 

eae. Os 

BY COMMISoIONER MORRISON - Would not competition among then- 
Selves regulate that price? 

MR. PRAWLEY - I would think so. 


BY THE Chia T RMN - Dr. Cameron, number 5 of your suggestions 


on page 4 - “Insurance that future developments will be in keeping 


’ rat 
ab XG 


with propor conservation of the country's coal resources.' 
you mention in other placos whoro it may, become necessary to close 
down nines that are now oporating. Is that a good cure for the 
préservation of our coal resources, to close down the mines fron 
Which all of the coal has not been extractcd? 

4. The gucestion becomos one of when is coal a commercial product. 
It is true you can go on indefinitely winning coal if you forgot 
the question of cost, and you can take tue last pound of coal out. 
On the other hand thore is always o market limitation. Now I think 
fam right in saying that our argument would be that ones a mino 
has rcachod what it considers the limit of its economic operation, 
there would be justification for assistance to that mine to let 


thom go a certain distance further in order to extract some more 


a 


of that coal body. Undoubtedly there is going to be a tine when 
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to make our coal supply in Canada sufficient for the consuming 
public, and that is why [ raised that question here at all of 

the word “probable”. the people of this country, 1 am talking 
of the men who go down in the mines and dig coal, if they wore 
given to realize ospecially in times of stress, that it was 
absolutely impossible for the coal operations in this country 

to cconomically supply the Canadian markets, now and in the 
future, it would sliminate a lot of difficulty and trouble. dHore 
is another statoment - "While there has been some new devolopment 
to moot sectional wartimo requirements, the fact remains that the 
total productive capacity is, nevortheless, Ree iio ake: less than 
the normal necds for coal by the Dominion." Why considorably 
Loss? 

Pee it Could have boen said 50% less. 

3, «4 Little more pcrhaps during war time? 

s. tho specific figure might have been given. 

%. Has it never occurred to your Institute that tho great 
question that arises about the proper coal supply for Canadians 
from Canadian mincs is the question of national income? That is, 
the more coal we producc ourselves,the more mon we have working in 
the coal districts, the greater will be our national income? 
Deeplhat is true. 

46 Would that, do you think, to some extent assist our Governmonts, 
would you say would be of some assistance, or some argument to 

our governments to give some assistance to the coal operations 
while they are in their present distress? 

me etechink 50. 

4. I havo not seen a brief yot asking for government assistance 
that made that argument. 

BY MR. PRAVLEY - The order you have Mr. Chairman is very 
tentative, Mr. McElvany was to havo come on next, but it scoms 

to me that the National Coal Association bricf is much more 


general, and | am going to ask Mr. Glover now to present it, 


BAHIBIT £135 — BRIEF OF NATIONAL COAL ASSOCIATION, 


a ee 


7 0 : 
a hy , 


fe 


tin ie ae aaah ae 7 

| : ad Bot 
; we 8S felis “ese ES Sis 7? ,jaern sine’, oe 
: TT 7) Tae te ns 72% ‘dd sencaah, Ve rien 


yo bgt { 2s - : 

= ihe < ; ee ir 1mostee 

A x Pb iv i ya Y 7 Ll eal istied Me ‘a yi = 
om 7” 7 : : ic 4 . a 


- F s6 ; j rs J : eas Jaret Lie : +} ‘gee 
Ide motcIea19hease 


e dine 


feud h B oa 
iw 1eIe 


“eb f il ee al TO. BE 20 Loanea y 


Pe » &» 


eo aes 


5. -4258— - H. &. Glover 

MR. H. 4. GLOVER takes tho stand - Examined by Mr. Frawley 

4, You aro an Bxocutive Officer of the Island Creek Coal Comoany? 
r Ses 

Vice-President in chargo of Sales? 

mm 10S. 

i And the Island Creek Coal Company is a member of the National 
Goal association? 

wo olhat Ts ele t. 

im dnd the brief has been signed by Mr. J. Ds Battle, Executive 
Secretary of tho National Voal association, and you are hero to 
prosent it on behalf of the association? 

Pa thet is Tish. 

Will you just read the brief and if anything comes up we will 


ask you about it. 


MR. GLOVER thon read Exhibit 213, as follows: 


This brief is filed by the National Coal association, 
ae s ca 2 4h a 1 
a non-profit corporation, roprosonting approximately 757 of the 


bituminous coal tonnage produced in the United otates by 


commercial producers. Its momborship is nationwide. Its function 
is onc of service to the bituminous coal industry. It co- 


operates with governmont, stato, and local officials in an effort 
to facilitate the movoment and production of bituminous coal, 
It was crcatcd out of necessity in the troublesome yoar of 1917. 
Ths above is by way of identification in order that 
your honorable Commission may know that, in general, the producers 
of bituminous coal in the United Sctates aro very much interested 
in the study that your Commission is making of the problems of the 
coal industry in Canada. 

We would like to make it clear at the outset that any 


statements mads in this brief are intended in no way to refloct 


Re 
raat 
ped 
et 


ne industry of our neighbor, Canada, in the handling of its 
coal problem. Nor is it intended as any criticism whatsoevor of 
tho fiscal volicics of the Canadian Government. Our objective 


is to lay facts before you with respect to the bituminous coal 


industry of the United States, many of which may have bocn presented 


= -4259- Dr. 3)... 8. Cameron, 
by individuals or sroups heretofore. 

However, it is our desire that your honorable 
Commission understand that we speak for the bituminous coal 
industry as previously described. 

‘ The «american coal producers in conjunction with 
Canadian imoorters have has & period of years attempted to 
faithfully serve the very important Canadian market for bituminous 
coal. Naturally it is the desire of the producers of tho United 
otatcs to continuc tc sorve this market in such 2 way as to morit 
the approval of our Canadian customers and the Canadian Government. 

That is our motive in requesting an opportunity to 
make the presentation to the Royal Commission on Coal for Canada. 
Your attention is directed to the following table 
showing the production of bituminous coal in the United states 
from the yéar 1920 through 1944 and an estimato of tho production 


per 1945. 


2 Biai 1 
Total 
Production 

Year ) (ict Tons) 
1920 568 , 666, 683 
1921 415,921,950 
1922 - 422,268,099 
1928 564,564,662 
1924 483,686 ,538 
1925 520,052,741 
1926 573,366,985 
1927 BL? 763 662 
1928 500,744,970 
1929 534,988,593 
1930 467,526,299 
1931 382,089 ,396 
1932 309,709,872 
1932 333 ,650 533 
1984 359,368,022 
1935 BME IE 
1936 439,087,908 
1937 445 531,449 
1938 348 ,544,764 
1939 394,855,325 
1940 460,771,500 
1941 514,149,245 
1942 582,692,937 
1942 590,177,069 
1944 680,000,000 (est. 
1945 575,000,000 (est. ) 


BY MR. GLOVER - I would simply call your ittention to the fact, 
: sa T may, that in the last yoar 1940, woll say 1959, before the 
market became more active because of the war condition, the pro- 
duction was 394,000,000 tons, and in tho year 1944 with a con- 
Stantly doclining man-power, it was inceroased to 620 ,000, 000 tons 
with practically no new mines and practically no additional 
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A mere glance at this table will clearly demonstrate 
the flexibility and great producing power of the bituminous coal 
mines of the United States It can be said here that even though 
this industry went through a tremendous and disastrous depres- 
sion over a period of years, that very depression drove the coal 
mine owners to extraordinary measures with respect to greater 
efficiency in mining, to a better preparation of their product, 
to perhaps a keener appreciation of competitive conditions, and 
also to a higher degree of mechanization, all of which have con- 
tributed largely to the industry's ability to expand rapidly when 
the necessity arose because of the War. 

The bituminous coal mine owners of the United Statss are 
particularly proud that they were able to meet the crying needs 
of our nation when War caimse and at the same time be of services to 
our neighbor on the north. This tremendous inercasc in volume 
was accomplishéd during the War without financial aid of our 
Government and without any subsidies or financial assistance what- 
socver. The bituminous coal industry of the United States has 
reached its high state of development, as herctofore and here- 
after described, as a result of the free American enterprise 
system, and its magnificent development is a product of that 
system. 

The following table, just for ready rererencc, indicates 
the expansion in exports of bituminous coal to the Dominion of 
Canada in recent years necessary to take care of war-time demands. 
It is of course understood by all conccrned that in the dis~ 
tribution of coal, Canada was treated exactly the same as if 
it were a portion of the United States, and in some instances, 
where necessity secmed to require it, some preference was given 
to the movement of coal to Ganada in the interest of the common 
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Exports to 
Canada 

eos {Net Tons} 
1934 9,941,371 
19345 9,168,428 
1936 10,042,127 
1g37 Te, oos,ooe 
1938 9,466,702 
1939 per eh ony cles NG) 
1940 13, O02 ;008 
A941 17 S01 .108 
1942 20,120. cae 
1943 pa ,eva, (lt 
1944 24,013,527 


MR. GLOVER: This table simply shows thet from 1944, 
when it was 9,900,000, it was increased to 24,500,000 in 1944 
You might take « later year if you care to, 1939, which was 
9,836,000, and in gix years! time it was inercascd to 24,500,000, 
over two and « half times as much. (Continucs brict): 

In ordcr that somes of the statcments abovo may be trans~ 
Pated into figures, it is’interesting to notc that tons of pro- 
duction per man per day in the Unitcd States reflect the efforts 
of the bituminowms coal mine owners as woll es labor. Those 
figures follow: : 


TA Bi kee 
Net Tons Mined 


yéar Per Day Per Man 
1930 5,06 
L931, 550 
1932 5.00 
1955 4,78 
1934 4,40 
1999 4.50 
150 4.06 
NRW 4,69 
1938 4,89 
L239 5.20 
1940 5.19 
1941 3.20 
1942 Olé 
1943 Dae 
1944 5,50! (Sot) 


MR. GLOVER: Tt went down in 19454 to 4.404." oe tee eon 
ris6én egain to 5,50 and is apparently continuing to increase, 
and will for gome time yet, perhaps (Continucs brief): 

Tt must be understood thot on april 1, 1944, the hours 


; Bs ey 4- a A raan> = ra) fa) 
of work per dey were decreased irom 8 to 7, and the 7-hour day 


ANT i a ahs : 
» + OF 5e Shi sie 
C05, Oma 


oe ae >> wee [ sal 2.28 


a ’ ‘Seyi 9 i Ne OOO F ele 


< 


ae lel Ss M3 ca a 


' ai" » t é i : ¢ , . 7 costae 4 


‘in £909 seis ios aed ee 


aan eB * Og oes : 


ea, : wey; 


q ' rd “ar 
‘ ie me : WS 
‘ at 4 S 
’ * j \ . - z a> : fa ‘4 4 a » cd . cy 

, é. at a” ial Pits amt ht s + ERs Wi meee Urey ‘- =. ay a! oe 

ia oa | Te one ~~ 
« ee mie fe 
se) Sys a, Gwe. ROO teem: Gal ul OA se 


migush) s2geAgy ieeey ontd. andy or Lite 
i | 


TH SO gl = ee, toed oe P ee asag. at Taam 4% 
tH; it. Rgds Bas toe she icepdipn aA Dolch 


We =4245- ise Glover 


became the standard until emergency changes requircd longer 


hours because of the war demand for coal. 


By reason of this record and spcaking generally, far 


instance, an inercase of »l por day in the payment to miners is 


refleoted in an increase by a certain number of cents per ton. 


Generally for the United Statcs it will average between 20¢ and 


25¢ per ton; however, in some of the outlying districts, not 


the cost will be more por ton. 


There is a grade, quality and kind of coal produccd in 


the United States to meet all requirements. In other words, the 


range is complete from lignitc on to the very highest grades 
needed in steel manufacturing, gas producing, coke making, etc. 
Previous reference was made to the tremendous growth in 
mechanization in American mines. Somc indication of this growth 
Gan be had from the table that follows: 
TABLE IV 
Mechanically 
Loaded Mechanically 
___ Cut by Machines By Machines Cleaned 
% of Undér-  % OF Under- percent of 
Net ground . Net ground Net Total 
Year Tons Prod. Tons. Frod.- | Tous Prod. 
tee 07,450,045. 08.5 1,8795726 od 20,140,385 3.8 
Ble 246,071,000 71.5 5,495,082 et {1) a) 
ie ooo, /80, 708° 72.9 6,147,956 ee Cr) (3) 
ieee 210,912,680 75.8 10,0ad,195 ee (1:) (ela 
1927 674,040,037 74.9 (a) ae 27,692,047 5.3 
ero 907,067,007 76.9 61,559,253 4.5 28,785,039 D7 
Moe 405,006,717 78.4 67,861,496 Tet 60,799,260 O59 
PO. o655400,166 81,0 46,992,296 10,5 20,7199, 049 8.3 
Moot g0n,e65,1460 86.2 47; 562;L08 13.1 SOG LIS, 010 Pa) 
ee o20,904,770 84.1 $5,816,909 le. lee M snp ele) 7 <c 
moo) 266,999,985 84.7 37,820,462 12.0 $4,558,211 10.4 
Ree. 204,676,715 84.1 41,482,755 lee OD 7866 ,009 HS oe 
1935 296,664,208 84.2 47,177,224 15.5 45,961,021 1208 
foe $20,532,450 84.8 66,976,872 1Lo.d 61,094,976 1369 
1937 (1) (1) 83,500,008 205% 65,000 ,000 14.6 
Pose 276,515,365 87.5 85,092,856 260.7 69,404,588 sey 
P9290 315,969,394 87.9 110,711,970 31,0 79,429,426 20.1 
1940 369,227,277 88.4 147,870,252 55.4 102,269,755 Boek 
1941 408,510,296 89.0 186,667,250 40.7 117,539,524 2569 
Boas 462,344,719 89.7 252,902,920 45.8 1427107, 0¢6 2464 
1943 461,051,743 90.3 249,805,214 48.9 145,075,849 47 
1944 cy (2) 265,000,000 50.5 150,000,000 Barb 
(est) (est) (est) (est) 
(4) Data not available 


1944 figures for tonnage cut by machines are not yest 
available, but the stcady trend upward continues. 


(2) 
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MR. GLOVER: This table simply calls your attention to 
the fact that in 19235 threc-tenths of one percent of the 
underground production was loaded by mechanical methods. [It is 
estimated that in the calendar ycar 1944 fifty and five-tenths 
mercents was co loaded, or from 1,800,000 tons»up to 365;000,000. 
Theat is the growth of mechanical loeding during that period, and 
the trend is continuing now. (Continucs bricf): 

This is a progressive movement. It is continuing. It will 
continue. Each ycar a large numbor of mines will be added to 
the mechanized group. It is efficiency. It is the long range 
view of the bituminous coal industry of the United States. 
Numerous mines lend themselves to mechanization, and as rapidly 
as finances end equipment are availablo, they will be mechanized. 

As a matter of record and information, there is a table 
following which shows the production of coal by strip minis, 
in the United States over a period of years, illustrating 
Glearly the growth in this field of mining. If this growth 
continues, averegc production per man por day throughout the 
Country 2s a whole will inereasse. 

TAB HV 


__ Minced by Stripping 
SNe tu: ae Percent OL 


Year TOMS Se Total Production 
L9CS 11,940,154 Capek 
19 24 13,606,954 AAS 
1925 Loe Oo, Jo Bea 
1926 16,922,020 300 
1927 EST ey gore wo) > ae 
1928 19,788,577 fa) 
1929 205,000,099 Bac 
19350 19,842,359 Seo 
1931 18,942,881 Bo) 
1932 19) 641,126 6.93 
L959 fd Ore Ure E Bd 
1934 20,789,041 Oye 
NES ore" 25,047,292 6.4 
1936 Be. deoms oot 6.4 
1937 bl, 7H0.C08 Mack 
1938 30,406,855 eka! 
1939 Biol pagood 940 
1940 Look Ol sooo 9.4 
1941 5S Oise GOO Lane 
1942 67,202,663 Le 
1943 79 685,170 Geo 


1944 95,000,000 (est) 15.3 (est. ) 
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BY COMMISSIONER McLaURIN: If I might ask a question, 
your man per day production that you gave us previously covers 
Strip Goal too, doés it? 

MR. GLOVER: Yes sir. (Continues bricf): 

Evcn the troublcsome years of the War have not stopped 
the edvances made in the preparation of coal, and as soon ag 
machinery and other cquipment arc madc available as a result of 
the cnd of the War, these cfforts will be eaugmcnted wherever 
possible in order thet the high standard of proparation mey not 
oily be maintained, but advanced. avon before the War, coal wag 
Peo tisde into sizes to suit the needs of the customer. Bex 
erase tne producors of coal’ are Tully esenizant® of the, fact thet 
the users cf coal must be supplicd with the perticular kind 


required, no cfforts have been spared with respect to this phase 


of mining. Nccossarily, the processes herein outlined bring 


about a cleaner and better coal. 
It will be interesting to note that in meeting the great 
demands made upon the industry because of the War, very few new 


Mines have been opencd. On the other hand the well established 


Mines were able to so organize themselves in the main, as to 


meet the needs for a greater quantity of coal. Official records 
indicate that in 1941, the nimber of mines ating in the 


Morse States was 6,822; in 1942, 6,972, an 2945. 07520 sand 
in 1944 an estimated 6,400. with respeet to recoverable re~ 
serves of coal, as of January 1, 1944, they were shown to be 
Pero, 407,251,768 tons. 

All of whet has been said doesn't mean that during the 
War period our industry has not had handicaps such as shortages 
of labor. There was no wholesale deferment of corl miners from 
the armed services. The coal mining industry, as represented 
by management as well as Labor, was only too glad to cooperate 
with the Government by furnishing technicians and experts, and 
its full share of men to the armed services to overcome our 
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Something like 120,000 mcn lIcft the mincs - 2 grcat 
majority for service throughout the world in cvery branch of the 
military, the army, the Navy, the Marines, the Coast Guard, -the 
Merchant Marine, etc. In spite of this loss of men, and in many 
instances at great sacrifice, the mining companies on the whole 
increased production in support of the war cffort. The mines 
at this time find themselves well equipped, and with prospects 
Of being better cquipped within e few months, and able to meet 
all the requirements thet can reasonably be made upon then. 
adjustments ere slowly taking plecc. Meany innovations and 
improvemcnts will have grown out of the extraordinary ‘efforts 
made, all of which should reflect themsclvcs in 2 more cfficient 
Mining industry. 
bituminous coal mining industry is sponsoring and 
Carrying on a vast amount of réscarch which will reflect it~ 

if from the standpoint of a better coal. Such questions as 
ash fusion, coal structure, the burning characteristics of oak, 
the sulphur content, the volatility, and smoke elimination are 
more 
all under study in order that the industry mey/efficiently serve 
its customers and more nearly meet the requirements of the 
‘Goal burning equipment now in use in Caneda and the United States. 

BY THS CHATRILAN: Does your Federal Government assist in 
the matter of rescarch? Have they not set up a bureau for 
research? 

MR. GLOVER: They do some fundamental rescarch in the 
Bureau of Mines, but the research he is speaking of here is 
Supported one hundred per cent by the producers and carriers 
and some other interssts, but they are privatc interests. 

BY MR. FRAWLEY: Is the Bituminous Coal Research Insti- 
tute open to membership from Canadan producers? 

MR. GLOVER: I should say they would welcome anybody. 

I can't answer that officially, but I should say, as a director 
of Bituminous Coal Rescarch, they will welcome anybody that wants 


to join in the support of the movement, whether they are Cenadian 
id eto ag = = 
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producers or Canadian railways, smcricen produccrs or American 
railways, equipment manufacturers or anyone interested in sup- 
porting the movement. 

BY MR. FRaWLSY: Do you know whether any Canadian pro-= 


esecrs 101d membershiv in. the Inetitute: 


en) 


MR. GLOVER: I can't answer that question. (Continues 
bricf ): 

The research program mentioned is being carried on 
through ea subsidiary of the National Coal association sponsored 
by that organization, under thc name of Bituminous Coal Research, 
Inc. It is supported by bituminous coal producers throughout 
the country as well as a number of railroads and other inter- 
sts. The research orgeniaztion was founded for the purpose of 
developing new and improved burning equipment and new methods 
Sf Uvilizine coal, both of which will add to the Savierection 


ad | o) 7 


end-economy in the use of bituminous coal. New and improved 

heating stoves, furnaces, and coal stokers have already been 

developed, and will, in the not too distant future, ve placed 
On the markct. 

4 very active search is being carried on to develop more 
efficient railroad locomotives which will compete erficiently 
With diesel energy. Up to datc, there are very encouraging re- 
sults. Naturally any developments under this program will be 


A 


made available to the consumers of bituminous coal in the 
United States, and incidentally should aid the consumers of 
bituminous coal in the Dominion of Canada. 

It is well understood by all having knowledge of coal 
that it requires coal from various areas and districts to meet 
the requirements and characteristics of the wide range of coal 
burning equipment. That is onc of the reasons why rescarch and 
Study are being made on a national scale. Let it be emphasized 
here that any bencfits flowing from thess efforts will naturally 
react to the good of all of the customers of the producers of 


" i> ye i a ee +a 
Goal in the Unitcd States wherever locatcd. 
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It is respectfully submitted that the motives behind these 
cfrorts stem.from the rcalization that thc cost to the con 


sumers of installing new equipment is excessive, if by chance 


the source of supply is limited to ecrtain type coals. 

it is with a real sourec of priac that the producers of 
coal in the United states supplicd thcir Canadian customers with 
the same coals from the standpoint of quality, preparation, and 
price undor war-time demands as they did thcir home markets. 

The fact that there were established connections, business re- 
lationships of long standing, contributed largely to this 
p22Ort, dt is ihe oarnest hope of the smcrican coal producers 
that they may be permitted to continuc and CiLaree wit possLble, 
the flow of coal to their neighbors on the north. 

It may not be amiss to point out that gencrally spcaking 
when great cmergcneics arise in our country, somcwhat similar 
cmergcncics arise in the Dominion of Canada, primarily because 
they result from the same causes. This igs gaid in order to 
6émphasize the fact that established connections, credit arrange- 
Mentvs, and business practices, are vital in order that such 
cmergencics may be mct. 

In full recognition of the serious problem confronting 
your honorable Commission and in the light of actions taken by 
our respective Governments looking towards a freer flow of com- 
meres betwecn nations, it is the carnest hope of the producer 
Oo Dituminous coal in the United States that these sfiforts will 
be crowed with success for the common good. It is not the pur- 
pose of this brief to make any representations to your Commission 


On this subjcct other than to suggest that in further cementing 


ey 


the fricndship and reletionship betwecn our countries, there 


Bis 


Should be nothing to retard or handicap commerce between them. 


1% is vréiterated here that this briet staventent t= 7 led 


+ Pig sees Nay ta the Totten Ahataa 
On behalf of thc producers of coal throughout the United States 


Raerieg is ce Sten re ra “a 2A ry “AD > he o~ 
any producing district or with any par bLicular reference to ALLY 


type of bituminous coal. 
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It is respectfully submitted that the transportation 
Taecilities, both rail and water, taxed as they have been 
throughout the War, have rendered yeoman service in transport- 
ing coal throughout this nation and to Canada. Naturally this 
service will be morc adequate and improved as we get further 
away from the horrors of war. 
Respectfully submitted 
JOHN D. BuTTLE 
Exccutive ecercta iny 
National Coal association 
Washington, DiGs 
BY MR, FRAWLEY: It has been our practice to swear the 
witness before we enter into the formal discussion. 
Witness sworn by the Chairman as to facts, and that he 
have a sound and reasonable basis for any opinions expressed, 
EXAMINED BY MR. FRAWLSY: 
®@ Wr. Glover, you say on page 5, with rcference to the in- 
ercase in the mechanical cleaning of coal in your industry 
that it has jumped from 3.8 percent of the total production 
in 1923 to an estimatcd 24.86 peresnt in 1944. Now I would 
like you to maks a few observations on that growth. What 
was the cause for that very large growth in mechanical 
cleaning and preparation? 

i everal reasons for that. Competitive conditions required 
it, for one thing. another factor was the inerease in me~ 
chanical loading, which requires mechanical cleaning. 
another was the development of improved mechanical eguip- 


An} d 


ment which became available during that period to the mines, 
and lastly, while I. don't claim. ean unselfish DPosiuion on 
the part of the producers, we were brought to 6. reaiizavion 
thet the demands of the market were such that improved 
sizing, cleaning methods and impr oved qualities were essen~ 
tial if coal was to retain its rightful place in the 


general fuel picturc. 


Q@ The coal thet goes into the industrial market is also 
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ee 


cleaned, as well as thc coal that gocs into the domestic 
marke t? 

Yes csix . 

Would you think that an .merican producer endeavoring to 
participate in the market in a large way would have diffi- 
culty in nolding his place if he had no mechanical cleaning 
of any kind? 

My personal opinion would be that he would. 

Dowyou Lind in your industry that even where there 15 m0 
mechanical loading there is a necod for mechanical cleaning? 
YCS* 

Now, Mr. Glover, I would likc to invite your opinion on the 
short statment in Dr. Gamcron's bricf: "Unless Cam dian 
products provide more than mercly potcntial competition, 


it is reasonable to cxpect that the cost of imported coal 


and Laquid fuels to consumers, in. Canada will rapidly Gice,)! 


Do you share thc fear cxprossed in that paragraph? 

LT wish I could, Mr. Frawley. However, if there were no 
Ganadian coal produccd at all, and Canada used three times 
as much coal as it does, we would not be able to increase 
our priccs to Canada above our OWN. 

The thing struck me, but I had heard that. you. people, far 
from putting the price up, used to put it down too far, 
dump coal in Canada? 


We heve becn accused of something like that. 


The tendcney certainly is to bring it down, not ito put 1c wpr 


That ig true. There is very little doubt but what the 


inorcass in tons per man per day ond the resulting efficiency 


has been divided almost equally bctween the consuming pub 


Jd 


lie end the workers themsclves. I don't mean to say that 


the anount paseed on was equal to the amount given to the 
Miners, but the operators in general kept very little of is 


It was passed on to the public or paid to the miners. 
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BY COMMISSIONUR MORRISON: Somctimcs not all of it. 

BY MR. PRaWLEY: No one samcrican producer of course has any 
monopoly of the Canadian market? 

i; That is very truce. 


it is fought for, I supposc, very keenly? 


& 


& Yes, the competition for Canadian business is extremely keen. 
Q «nd I suppose like most other commodities that has something 


to do with keeping prices down? 


Q@ «und do I understand it to be so that the prices which the 
Canadians pay are the game prices, by and large, as the 
americans pay for the game coal? 


ee Lat asatrue. 


ro) 


Now i don't think there is anything more. and if for any 

reason less Canadian coal rather than more Canadian coal 

was being sent into the Central Canadian market, would the 

wierican industry be able to take care of the increased 

denand? 

& ‘thet is best evidenced by the fact that 1t increased its 
exports from 14,000,000 tons to 24,000,000 tons right during 
the period of emergency demands in the United States. [I 
should say there would not be the slightest trouble on the 
Pert of the mines of the United States im taking Gare of 
any possible demand, industrial or domestic. 

BY COMMISSIONSR McL.URIN: Your production doubled, but your 
exports to Canada more than doubled? 

& that's wight. 

@ TI have one question I would like to ask. Turn to page 3, 

the sccond paragraph. You have this sentence: "This tre- 

mendoug increase in volums was accomplished during the War 

without financial aid of our Government and without any 
subsidies or financial assistance whatsoever." Well, has the 
americen indugtry at any time during the last 60 years had 


fom) Ce iw rag 1 * an] ment las a rT 
financial assistance at all? Isn't that statement equally 
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applicable to the production prior to the War? 

that is true, it ncver had. The principle thing in mention- 
ing thrt here is that the production was inereascd so tre- 
mendously during the War by other industries in the United 
States, but the Government was building plants and doing 
everything of thet kind in order to increase production in 
manufactured articles and things of that sort. Coal produc} 
tion was increased without onc dollar of Government money 
and one dollar of Government investment in coal mining pro- 
pertics. 

4nd in considering world facts as to coal, you might say 
bio, Let us Say for a period of 40 years there igs been 

no financial eid by way of subsidies, subventions or aid 

of any Kind from the Government to the coal industry of the 
United Statcs? 

None. 

and you are quite acquainted with the assistance given in 
Ganeda? You are also, I tuke it, in a general way acquainted 
with the essistence which hes been given in England, PFrenee, 
Bolgiun, and Poland, so we would be safe in saying that 
probably the only country in the world where the industry has 
proceeded without Government assistance is the smcerican coal 


indus try? 


Yos. 


¥ MR. FRAWLEY: I just want to ask Me. Glover one more question, 


You arc ewarc in gcnoral of the system of Government subven- 
tions, freight assistancc, speaking of the normal days. 
Whet would you say was the real competition which american 
coal nccts in the Canedian merket? 
The veal compcotition? Canadian coals and other fuels. 
Well, perhaps I didn't put my question very well. Suppos- 
ine that there was no assistance whatever in the Canadian 

— 


coal industry, would you be selling more coal up here? 


I think so, yes. 
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a 572 TAs to: put it to you that the real competition you 
meet in getting more american coal into this country is the 
Government assistance? 

& I should answer that in a general way, yes. Obviously any~ 
thing which reduces the delivered price of a competing fuel, 
whether it be -oil, gas, water power or Ganadian coal, does 


affect the exportation of 4merican coals to Canada, and if 


x 
(<9 ia 


hose forms of assistance were removed, undoubtedly the 
result would be to increase the volume of exports of .merican 
coal. 

@ I think we are talking about pretty obvious things, aren't 
we? Thanks very much, Mr. Glover. 

BY COMMISSIONIR McLAURIN: May I ask Mr. Glover still another 
guestion. Take the Guffey Act. The Guffey uct no doubt 
stabilized prices, and to the extent it stabilized prices 
it was in aid of the industry. Now was the complete admin- 
Potraticon of that act paid for by the induswmy: 

# Not only that. It was not only paid for by the coal indus- 
try itself but it produced a rather handsome. profit for the 
Pederal Treasury. 

Q Which they still have? 

m Lt they have not already spent Lt. 

BY MR. FRAWLEY: It has been called to my attention that there 

wag gome aid in 1929, 1930 and 1941 for the export of coal, 
is that so? 

& Not that I know of. 

Q No assistance given by the United States Government, I sup- 
pose in the way of subsidy, for exporting coal in 1929, 1930 
and 1L9SL? 

i Not that I know of. 

BY COMMISSIONSR McLAURIN: Just to clear this up, they had the 
United States Export Lines, which were virtually government- 


subsidized shipping organizations. 
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BY MR. FRAWLEY: Theat may be what Mr. Matheson had in mind. 
BY COMMISSIONSR McLAURIN: But not only coal benefitted by 
those Export Lines, but cotton or anything else shipped. 
BY MR. FRAWLEY: We will now have the brief by Mr. McHlvany. 
MR. sa. Be. McHLVUNY: Pinece the filing of our advance copy it 
has been necessary for us to make two slight deletions in 
our brief, and I would like to substitute these ten copics 
for ths advance copics filed with you. 
Exhibit 214 - Brief on Behalf of Consolidation Coal 
Company, Hanna Coal and Ore Company, North 
american Coal Corporation, Pittsburgh 
Coel Company, Rochester & Pittsburgh 
Company and Valley Camp Coal Company 
BY MR. FRuwWLEY: You arc an executive ofticer of one of these 
companies, are you, Mr. McHlvany*? 
MR. McELVANY: I am assistant to the president of the Rochester 
& Pittsburgh Coal Company. 
BY MR. FRAWLEY: Now then, Mr. MeElvany, will you proceed to 
put your Drief on the record. 
MR. MCELVANY proceeds to read Exhibit 214: 
Phis brief is submitted on behalf of the: 
1. Consolidation Coal Company 
2. Hanna Coal & Ore Company 
3. North .merican Coal Corporation 
4, pittsburgh Coal Company 
5. Rochester & Pittsburgh Coal Company 
6. Valley Camp Coal Company 
ull of the above named companies are United States 
corporations engaged in the business of mining and shipping 
inc 02 fines of these companies are located in the 
bituminous coal. Mines o1 ese companies ar Océ irae te 
following districts: 
District 1--Central Pennsylvania 
District 2--\iestern Pennsylvania 
District 3--Northern West Virginie 
District 4--Ohio ahete* 
District 6--West Virginia pan andle 
District 8--Southern high volatile ; 
{in explanation of the use oL the above district 
terminology ace be found later in the text.) 


During the year 1944, thesc companies produced in ex- 


cess of fifty millicn (50,000,000) tons of bituminous coel, 
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which was widely distributed by rail, lake and tidewater to 
destinations in the United States and Canada, 

These companies have e special interest in the Canadian 
coal problem because they maintain subsidiary companies in 
Canada which distribute the coal of their principals, as well 
Se Other coals produced in the United states. 

These subsidiary companics are as follows: 

l.-é. Hmpire-Hanna Coal Company, Limited. 

MR. MCELVANY: I have designated that 1.-2, because tha 
is a joint subsidiary of the Consolidation Coal Gompany and 
the Hanna Coal and Ore, Company. 

BY MR, FRAWLEY: o you know wherc their Canadian chief 
place of business is? 

MR. McaLVuNY: Toronto. (Continucs brief); 

Oo. Canads Coal Limited, Toronto elso. 

4. Pittsburgh Coal Company, Limited, also Toronto, 

5. Rochester and Pittsburgh Coal Company (Canada) 

Limited, principal office, Montreal. 
6. The Valley Camp Coal Company of Canada, Limited~~ 
POPLSNGO. 

In normal times these latter companics import over 50% 
of the United Statcs bituminous coal brought into Canada. Not 
only do these companies maintain offices in the principal 
@itics of Caneda for the wholesale distribution of coal but they 
also maintain or operate over a line cof storage docks located 
ho Great Lakes waterway system extonding all the way from 

William on the west to Montreal on the Gast. 

These docks are capable cf storing millions of tong of 
coal which are hold in reserve to meet the fuel requirements of 
the Dominion. The Canedian subsidiary companies pay for the 
Goal f.0.b. tho mincs, the freight charges to the lower lake 
ports, the vessel chargcs, harbor dues, dock charges, duty, 
exchange, etc. end store coal to meet the Canadian demand. Most 
of this coal is paid for by Canadian consumers as moved off 
the docks; in other words, these subsidiary companics always 
have an investment of millions of dollars in inventory to as= 


sure Canadian consumers of an anple fucl supply. 
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Due to the fact that the companies presenting this 
brief all distribute through Canadian subsidiary companies and 
are closely connected with the Canadian coal problem, we feel 
that the facts set forth herein depict the situation insofar ag 
it relates to the movement of United States bituminous coal to 
the Dominion of Canada. 

STal MENT 

For a great many years, the bituminous coal industry of 
the United States has supplied a substantial portion of the 
normal requirements of the Dominion of Canada for such fuel. 

In addition, during times of stress such as thse "First World 
War™ (1914-1918), the United States anthracite strike (1925), 
the British coal strike (1926), the years of accelerated in- 
dustrial activity (c.g. 1923 and 1937) and throughout the recent 
world-wide conflict (1939-1945), the United States bituminous 
coal industry has customarily supplicd €anada with all of the 
additionel tonnage rcquircd in order that Canadian homcs would 
be adcquatcly heated and that Canadian industry would be adce 
quately fuclca. 

The table following (figures taken from reports issued 
by the Dominion Burcau of Statistics) indicates the tonnage 
of United Statcs bituminous furnished as contrasted with the 
annual consumption of such fucls for a period of years. 

TABLE I 
Bituminous coal 
Genadian consumption importcd from Percent 


of Bituminous @oal (1) United States from 
from all sourccs (Net Tons) United States 


ee oe 


1927 30,886,509 15,038,008 48.68 
1928 30,151,579 13,822,036 45.84 
1929 30,091,676 14,469,831 48.08 
1930 28,208,670 13,199,076 46.79 
1931 21,348,789 10,224,982 47.89 
1932 19,718,291 8,170,248 41.43 
1933 19,249,664 8,089,451 42.02 
1934 22,587,012 9,941,371 44.41 
1935 21,599,303 9,168,428 42.44 
1936 23,809,611 10,042,127 42.17 
1937 25,953,036 12,338,938 47.54 
1938 22,818,000 9,466,702 41.48 
1939 25,094,122 9,836,110 39.20 
1940 29,758,069 15,382,389 44.97 


(1) Includes bituminous, sub-bituminous and lignite. 
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TABLE I (Continued) 


Bitwninous coal 


Canadian consumption importcd from Pcreont 
of Bituminous coal (1) United Statcs fron 
b fromyal) sources 2). (Net tons) United Statcs 
1941 05,400,223 LS SOL. LOS 55.30 
1946 O7 , 543,497 20,797,225 55.69 
1945 41,151,341 (2) 24,292,717 59.03 
1944 40,524,287 (2) 24,013,527 60.49 


(1) Includes bituminous, sub-bituminous and lignite. 
&) Available for consumption 


The cxports of United States bituminous to Canada have 
followed a rather uniform pattcrn, stated in percontage of 
total United Statcs bituminous production, cxecpt in the years 
of stress when the United States bituminous industry has been 
called upon to export an increascd percentage of its coal to 
Genada for the latter's needs. 


The fact is disclosed in the following tabulation: 


TABLE GIL 
BITUMINOUS COaL 
Percent 
Total United States Total exported cxported 
—froduction. to Canada —s in Canada 
ee ¢ Bl7 100,006 15,038 , 008 Be od: 
L928 500,744,970 13,862,056 bt 
Loe9 554,988 , 593 14,469,362 rates) 
1930 AGT O20 9299 LS 199046 2082 
TOL O62, 0695076 10,220, ca 2.08 
1952 309 5709 .,.8728 8,170.,.Aa48 2.64 
1933 $35,630,053 8,089,451 B42 
1934 | 859,968,022 9,941,371 2677 
1945 472,075,122 9,168,428 aet 
1936 459,087,903 10,042,127 eno 
LOST 445, 551, 44 12,438 ,938 ra OF: 
LSS 548 , 044,764 9,466, 70- e2e7e 
LIS9 394,855,235 rusia iat Le) 2.49 
1940 460) tls, 500 13,382,389 dele 
1941 514,149,245 Mis COL OS 5-46 
1942 580,000 , O00 20,797 goao 5+99 
1943 590,177,000 24,092, 717 4.12 
1944 620: 000,000 24,015,527 5299 


Authoritics: | ame 
United States Bureau of Mine Statistics 
Dominion Bureau of Statistics 
a cursory examination of Tables I and II would seem to 
indicate, tht while United States bituminous represents a 


substantial percentage of the cntire Canadian consumption, 
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small moment and should be of little concern to the United 
States bituminous industry. This however is far from the proper 
interpretation to be placed on the preceding figures. This is 
so because the bituminous coal exported to Canada does not move 
from all of the producing fields in the United States to all the 
Provinees in Canada, but rather the United States producing 
fields of coal exported to Canada are located entirely in the 
BHastern sappalachian area (Price szrea No. 1), while practically 
all of the exports move to the Provinces of Quebec and Ontario, 
including the head of the Lakes. 

For the sake of clarification and in order that subse- 
quent portions of this presentation mey be more understandable, 
it is necessary to digress at this point to explain the regula- 
tory provisions of the Unitcd States government under which we 
have operated since 1937 and some of the nomenclature commonly 
in use in the United States when dcaling with the coal problem. 

On April 26, 1937, the President of the United States 
approved, thus making it a law, legislation enacted by the Con~ 
gress entitled "The Bituminous Coal act of 1937." The necessity 
for and the purpose of the act, as viewed by Congress, is set 
out in the preamble to the legislation as follows: 

"That regulation of the sale and distribution in 
interstate commerce of bituminous coal is ink rative 
for the protection of such commerce, that there 
exist practices and methods of distribution and 
marketing of such coal that waste the coal resources 
of the Nation and disorganize, burden, and obstruct 
interstate commerce in bituminous coal, with the 
result that regulation of the prices thercof and 

of unfeir methods of competition therein is neces- 
sary to promote interstate commerce in bituminous 
conl and to remove burdens and obstructions there- 
from." 

Under this law, provision was made for the establish- 
ment of minimum prices below which it was unlawful to sell coal. 
This law not only provided for the establishment of minimum 
prices for coal sold in the United States but also protected 
Dominion coal producers from having to meet "dumping" price 
competition by making such prices applicable also on coal for- 


warded to Ceneda. The provision of the act embodying this 
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provision is as follows: Part ll-e=Markcting; 


"The minimum prices established in accordance with 

the provisions of this section shall not apply to coal 
sold and shipped outside the domestic market. The 
domestic market shall include all points within the 
continental United States and Canada..." 


The measure of the minimum prices to be so established 
was provided in Paragraph "A" of Part 2 of the act, inter alia, 
as follows: 


"Said prices shall be proposed so as to yield a return 
per net ton for each district in a minimum price area, 
as such districts are identified and such area is de- 
fined in the subjoined table designated "minimum-price- 
area table", equal as nearly as may be to the weighted 
average of the total costs, per net ton, determined as 
hereinatter provided, of the tonnage of Such minimum 


eee 


price area." “(Italics ours) 


Taking Price .rca No. 1 as an example, this provision 
required that prices cstablishcd for the individual Districts 
1 to 8 inclusive in that area would return to the Price srea 
as a whole the weighted average costs of the srea. prices 
established for once District might be slightly under the cost 
Of production of that individual District, while in another 
District the prices establishcd for it might slightly exceed 
its cost of production, but on the whole all of the prices 
established for all the individual districts would have to pro- 
vide a return equal to the weighted average cost of the price 
area. The ict further provided that the year 19386 should be 
used as the base year for the computation of costs, such costs 
to be readjusted to give effect to any subsequent changes in wage 
rates, hours of employment or other factors substantially af- 
fecting costs. 

Tt should also be observed at this point that the ,ct 
sets out certain specific items of cost which should be con- 
sidered in arriving at the weighted average cost. These speci- 


- 5 re te ¢ re 
fic items wore cnumcrated in Part II (a) of the act as follows: 


a. Laker 
Bu  oupplies 
Dw owes, 


4, Taxcs 
Oo. insurance 
6. Workmen's Compensation 
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%e ROyalties 

8. Depreciation and depletion 

9. 11 other direct expenses of production 
10. Coal Operators! association dues 
ll. District Board assessments 
lg. Reasonable cost of selling 
13. Cost of «dministration 


Particular attention is directed to the fact that certain 
very definite items of cost are not specifically provided for 
in the ict. smong such items are: 
Interest 
Taxes on reserve coal lands 
Crcdit Loss¢és 


Demurreage 
Othésr misccllancous costs 


ee eT aT 
Ot OF @ a om 89) 
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Thus, even though the cost of production in the various 
districts cquals the ascertained costs as provided for in the 
act, in order to provide for the additional costs enumerated 
above end return a profit on investment, it is necessary to 
secure a rcoalization somewhat above cstablished minimum prices. 

The following table sets forth the cost of producing 
coal in Price Area No. 1 and the individual districts compris- 
ing that area (exccpt District No. 5, from which no coal was 
exported to Canada) from 1936 through 1943. No later computa- 
tion was prepared under the .ct. 

TABLE ILL 


Weighted «average Cost of Producing Bituminous Coal per Net 
_ fon of 2,000 Pounds __ 


a ane me er re ee 


a 


1937 
Total Price .:1936 (1) 1938 1939 1940 1941 1942 1943 (2) 
Area l ~o50 SLO 2c lo oe00) ae lt eer e Um eee ee 
District 1 BJ09: 1 0.34» BS SckhO: Geel ees eee 
District 2 1496 ech 2 eG © 2208 whlete) “Bieee roo ace 
District 3 {65 1.82 Us7ey Lave) deeotete ole ee 
District 4 Hope Loe Leo0) Lv ay Weel a 0cee ee 
District 6 1.75 1096 1.86 2.66 1564) 1607 iee.00 ec. 
District 7 OH 2.77) 8.28 2.08 8.04 2.000) 2.02 can? 
District 8 8h. 2.01, 2.04 1.95 1590 2.22) 22.50 2. 


— {iy April through September 1937 
(2) January through June 1943. 
Authority: - 
Table 1, page 2l--Hcarings before Committec on Ways 
and Mcens---Housc of Representatives, June SLO aL, 
1943--on bills to amend the Bituminous Coal Act. 
1943 figures: r.. a! Pry; I 
Report of Special Committcc to investigate gasoline 
and fuel oil shortages. United States Scnate, Senate 
Resolution 156. 
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In 1941, the contract between the bituminous coal opera- 
tors and the United Mine Workers of America expired and a new 
contract. was centered into. This had the effect of inercasing 
the cost of production in minimum price arse No. 1 as set forth 
am Leavle No, Til. 

On February 4, 1943, at the reauest of the Solid Fuel 
administrator for War, the bituminous coal industry and the 
United Mine Workers of America agreed to opcrate the mines six 
days per weck instcad of five days per weck as provided for in 
the 1941 agreement. On November 29, 1943, after protracted wage 
negotiations and after the bituminous coal mines in the country 
had becn seized by the government and operatcd under govern- 
mental supervision, a new wage agreemcnt wes approved, included 
in which agrecment was a provision for an cight hour and forty- 
five minute day (forty-five minutes of which was assigned as 
travel time) instead of the seven hour day previously prevailing. 
Both the February 4, 1943 end the November 29, 1943 agreements 
had the effect of increasing the cost of production at bitumin- 
ous mines in the United States. 

The following table No. IV snows the average realization 
received for bituminous coal produced in Price area No. 1 and 
in the individual districts (cxcept No. 5) comprising Price urea 
No. 1 for the period 1936-19435 inclusive. 

TABLE IV 


iverage Realization for Bituminous Coal, F.0.B. Mines Per 
_. Net_Ton of 6,000 Pounds — 


ce er rte 


or RS RE ge er et 


1936 1937 1938 1939 1940 2043) Ey4e" 1949" (e) 


Total Price (13) 

area 2 1682 2,00° “2.90792. Ol) hoe: Veve08 see oe Se 
District 1 1.96 28.16 2.14. 2310 2.09 2.92 Geo oo woe 
District 2 %.92 2,10 2.05 “2.05 ~a2s0b Sexe8" 2, coeecy is 
District 3 1,5... 1.66 1:62 1458: 1665 -o. 82.00 oe eu 
District 4 666 LEV9 CL PP ASANGD: Ve TO ee ee OGre rere 
District 6 1.74) 1.89 1.79 2.70 26606 Pear 2. 07ee a 
wasurict 7 687 -2V08 BLOB 91.96" Lae e 25a ey ore 
District 8 1,75 1.93 1.90 “L885 1687 6500" "eee oes 


—— 


(Ll) April through September 1937 
(2) January through June 1946 
Juthority: ; 
Table II, page 22--Hearings before Committee on 
Ways and Means--House of Representatives, June 41 to July 
5, 1943~--on bills to amend the Bituminous Coal dct. 


; ” 
wee ¥, ‘ 
; j Oy ik ore 
ey Sik ‘ 
y 
i 
a a | - 
o4@ 
7 st re 
rae . “4 
® 
. 
- yo 
- ‘ iy if 
4 . 
! 
ee 
. " 
iM 
. rs 
x 
~ 
ae 
oe ee Cy 
i , 
~ a: 
‘ 
£ 
aM sa) 
Aer ks 
bie 
. ce . 
2th x 
» a 
' 
i= 
. 
' 
i- . 
od -* 
- 


os aes 


nl 
: ‘ 
¥ 
' 
. me 
¥ ; 
7 caus 
* > to 
he Ses 
ra ans St 
- - 
ices be a 
te x 
: . wptaypye 
7. 
‘ 1 
G ee 
a ee ie 
. 
c 
. <= 
> 


St oC <7 
CME? 


s 


tReet 


at: 


5 ‘ 
6 
t sivared. 4 il lh ge a 
out “he xan av neat ate ban 
t 1 
orgs. Botnigag ake Farag 
= «5 she 
2 df 26 Wewboty 20): 53 
- 
se y 
Pa wih Pry) | ; if 
a sate’ 2 e wt wiu ay is 
+ al | Vert | 
aie. Fy 
4 ; 
. 2 
>t ’ 
: ws 
F P : 
+ © a ry 
pee AGF tw get 
ey ee shat 
~ ae « ae | Wit & 
«Pee Sess od 
< ‘ ei ‘ ‘- 
a aed “4 > El ale 
fe ve | 
Ps } bh 5 ee 
; oe. fee | BOA 
* ll —_F 
PT 4 « + Sa Re coe 
9 
. . ' y ' 
ieee! (seit PAE a) on 


$gane if efile ees as , 
4 i : | 


en 30 


he hy 


AT ee) ey ene oat 
wg Lions ie 

+Li -7ita? * 7 
are Sih on AUIE Be : ee 


nae Mi 


20" 


ie , ' Ais a aie 


1943 figures: 

Report of Special Committce to investigate gasoline 
and fucl oil shortages. Unitcd States sénate, Senate 
Resolution 156, 

Eifective minimum pricos were established October 1, 
1940 and it will be scen from a comparison of Tables III and IV 
that the reaclizations obtaincd by the produccrs in Prico area l 
(exclusive of District No. 5) both before and aftor theo estab- 
lishment of minimum prices closcly approximated the average cost 
of production of the Price urca and the several districts con- 
priging it. 

In order that the individual mincs in cach District 
would have an opportunity to compcte on a fair basis, the wct 
set up certain standards to be followed in establishing prices 
for the individual mines. Thesc standards were sct out in 
paragraph B of Part 2 of the ict as follows: 

"ill minimum prices proposed for any kind, quality, 

or size of coal for shipment into any common consuming 
market area shall be just and equitable, and not unduly 
prejudicial or prefcrential, as between and among dis~ 
tricts, shall reflect, as nearly as possible, the 
relative market valucs, at points of delivery in each 
common consuming market arca, of the various kinds, 
qualities, and sizes of. coal produced in the various 
districts, taking into account values as to uses, sea~ 
sonal dcmanad, transportation methods and charges and 
their effect upon e reasonable opportunity to compete 
on a fair basis, and the compotitive relationships 
between coal and other forms of fuel and onergy; and 
Shall preserve as nearly as may be existing fair compe- 
titive opportunitics,."™ 

in carrying out this provision of the jcu the coale of 
the individual districts were classified, that is, they were 
related one to the other under the standards set forth in the 
ict and then the prices established for each district were cos 
oOrdinated with those of cach other district in the Price urea, 
all under the injunction to preserve existing fair compctitive 
Opportunities and return the weighted average cost of production. 

These classifications and prices were then embodied into 
price schedulcs, a scparate schcdulc being set out for cach 
District. The grade or classifications of the coal were shown 


by a letter dcsignation and the size of the coal by a numerical 


designation. The following Table No. V shows the minimum price 
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schedule which became effective for District No. 1 on octobcr 
1st, 1940. 
TaBLE NO. V 
Minimum Prices for District No. 1 Effective October 1, 1940 


~frices Per Net Ton f.0.b. Mines 
bizZzG Groups 


A 


a ra 3 4 a) 
Class a 2.70 2.45 Be40 Aed0 215 
B 2.69 2.40 2.40 2-50 2.15 
G 2.60 HOO Be SO Reo Qeld 
D A200 24350 2-90 2.20 2-10 
B 2.50 2680 B20 2-15 20d 
F 2.40 220 2600 210 2-00 
G 2.40 feo 2215 2005 1.95 
H 2450 £10 210 £200 Le 


BY MR. FRAWLEY: ‘That is the only one of those that you 
have? 

MR. McELVuNY: No sir. In appendix A I set out the 
complete schedule for all of the districts in Price srea No. 1 
exccpt District No. 5. (CGontinucs brict): 

&ll mines in District No. 1 producing the highest gradc 
coal from that torritory wore classificd as a and carried the 
prices get forth in the schedule for class A mines. All of the 
mines in that district and in all other districts were assigned 
a lettcr classification and took the price for that class under 
the various sizes of coal designated. In District No. 1, all 
coal was covered by five size groups; the description of the coal 
falling into each of these size groups being as follows: 


siz Group 


Numbers General Description 


uk ALL lump coa . 
£ll double sereencd coal having a top size over 2 inches 


a fll double screened coal with to, siat not exeecding 
@ inches 

3 Run of Mine, modified Run of Mine and minus resultant 
with top size over 2 inches 

- All minug rosultant with top size over 3/4 inch and 
not exccecding 2 inches 

9) All minus rcsultant with top size not excecding 


3/4 inch. 
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4& Similer mcthod of classification and sizc grouping was 
sev up for cach district although some of the districts had morc 
classifications duc to groatcr variation in coal qualities and 
acecptability and some districts provided additional size group- 
ings to take care of théir individual producing and marketing 
conditions, 

There is annexed hereto, as appendix "A" schedule of 
Minimum prices for cach district (except No. 5) in Price srea 
Noe 1, cffective Octobsr 1, 1942. These were the last minimum 
prices prescribed by the Bituminous Coal Division and reflect all 
changes in cost of production between the establishment of mtini- 
mum prices (Octobcr 1, 1940) and october 1, 1942. 

For the purpose of pricing, provision was made for 
dividing the Unitcd Statcs producing areas into what wore termod 
"Price Areas" which were in turn divided into District srcas. 

Brom the standpoint of production and distribution, the 
two most important Price areas cstablished by the Congress were 
Price .ireas Nos. 1 and &. MThese Price ureas were made up of 
the following producing district areas: 

PRICH AREA NO. L 
District No. 
District No. 
District No. 
District No. 
District No. 
District No. 


District No. 
District No. 


wteeves CODUPal Pennsylvania 

vescases VOStCGrn Pennsylvania 

eeveeees Northern West Virginia (Fairmont) 
Ohio 

si aievavsiels.e.) MACE ence 

voosseense WESt Virginia Fran Hendic 

SPecaiues SCULHOIM Lom VOlaniicua 

pens eaee SOWMSEPN Wish Vole bale a) 


ONO owk WE 


(1) This district embraces the low volatile coal pro- 
ducing arcas in Southern West Virginia and Virginia, 

(2) This district embraces the high volatile coal pro- 
ducing arcas in Southern West Virginia, Virginia, Hastern 
Kentucky and Tonnesscce 


PRICH AREA NO. 2 
District No. 9 .«..eee-e+ Westorn Kentucky 
District NO. SHO waretere ts et © TiLLinoLts 


tract NOs Lle.sseseee INdiana 
ReeUPact NO. Leeceeeeee LOWS 


Tt should be noted at this point that the Bituminous 
Coal ict is not now in effect, having expired by limitation on 


wugust 24, 1943-6 
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Prior to 1943 ( in which ycar, duc to abnormal demands, 
approximately 2,000,000 tons of Price urca No. & coal moved into 
Canada) the grcater proportion, in fact 95% or more, of the coal 
exported from the United Statcs into Canada moved from Price 
irea No. 1. With the return of normal distribution in the post— 
war ycars, the sanc pattern of cxports to Canada so far ee 
originating territory is concerned, will doubticss obtain. Also, 
if an cxamination is mado of the dostination of United States 
coal exported to Canada, it will be found that almost all of 
such coal is ultimatcly consumed in the Provinces of “uchec and 
Ontario, including the head of the Lakes. For example, in the 
yoar 1939 (a yoar when there was as yet felt no effect of World 
War 2) out of a total of 9,836,110 tons of United States bituni- 
nous exported to Canada, 9,647,664 tons were consumcd in the 
Provinces of Qucboe and Ontario. Accordingly the remainder of 
this prescntation will have to do with cxports from Price Arca 
No. l in the Unitcd States to the Provinces of Quebee and On- 
tario in Canada. «as figures with respect to the price areas 
have only been compilcd since the passage of the "Bituminous 
Goal uct of 1937," it will not be possible to show factual data 
for sany ycer prior TOLLS. 

Tablc Noe VI sets forth the total production of Price 
ivea No. 1 for the years 1936-1944 inclusive and the amount and 


percentage of such coal exported to Quebec and Ontario. 


TABLE VI 

Prico «area Noe lL Exports to (1) Percent of 
year Production __ Quebec and Ontario Production 
1936 309,268,000 9,917,533 Ss 
i 6 $11,488,000 12,148,410 Oe 70 
1938 258 , 454,000 9,349 ,049 4,454 
1939 2715... .654,000 9,647,664 BENS HT, 
1940 328 , 341,000 13,259,546 4,03 
1941 368 , 208,000 LY. 60096 £0 4.78 
1942 409,585,000 20,480,759 5.03 
1943 407,023,000 B34, Dea ood. tan arahs 
1944 424,208,000 24,143,572 (2) 5.69 


(1) This represents the tonnages retained for consumption 
in the Provinees of “uebee ant Ontario. — . 

(2g) This figure arrived at by assigning to the Frovinoos of 
Quebce and Ontario the same percentage of United States total 
exports to Canada as obtaincd in 194e- 
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Goncerally spcaking the highest quality coal produccd 
in the Unitcd Statcs is produccd in Prico Arca No. 1. Sub-= 
stantially ell of the by-product coal uscd for coke Making to 
operate the United States stecl industry is produccd in price 
meee NO. 1.8411 of tho lake «coal transshipped through Lake Eric 
and Lake Ontario; all of the tidewater coal transshipped through 
the atlantic sca ports; all of the coal used to fucl the highly 
industrialized Middle atlantic and New England States whcrcin is 
largely concentrated the preponderance of Unitcd States manu- 
facturing industrics, is produccd in Price groe l. Whilo as 
against Price .rea No. 1 production during the war ycars, tho 
exports to Quebce and Ontario may appcar small, since the winter 
of 1942-45, all of the additional coal required was obtained by 
diversion from Unitcd States consumers. This indicates tho 
length to which the United States bituminous industry has gone 
and will go to take care of all markcts which it serves. 

The governmental authorities of the United States (Solid 
Fuels administration for War) recognize the obligation of the 
producers in Price srea No. 1 to supply their normal markets in 
Canada and have set up certain regulatory controls which assures 
Canada of getting its coal. 

Bituminous coal producers in the States are required to 
give a first preference on shipments to all receivers of by 
product or special purpose coals. To the extent that such types 
of coal are required in Canada, for cxample, at plants like 
Steel Company of Canada, Ltd., Hamilton By-Product Coke Ovens, 
Ltd., Montreal Coke & Mfg. Company and uilgoma Stecl Corporation, 
Ltd., those companics receive a first preference the same as 
Similar users in the States and coal is shipped to them before 
Shipments arc madc to any othcr class of customers. 

MR. McELVANY: I would like to add there also that duc 
to the fact that in the application of the first preicroenes we 
were required to give a first preference to special purpose and 


by-product coals moving by lakes, that all of those Canadian 
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consumers of by-product coals reeciving thoir coal by lake 
reccived a first preference in rospect of such coal even bofore 
the United Statcs consumers of the same class of coal. 

BY MR. FRAWLEY: Well, some of our industries would 
receive it by all-rail through the Niagara Frontier? 

MR. McELVANY: There is very little coal which moves to 
any.of those plants by all-railroad. In the winter time, if all 
coal has not come in Stecl Company of Canada or Hamilton By- 
Products may bring in a small amount of coal by all-railroad, 
but where substantially all that coal is produced from Districts 
#and 8, and where it is necessary to get that coal in during : 
the lake season in order to seve the high rail transtortation 
costs, substantially all that coal will move in during the summer 
time, and of course Steel Company of Canada takes as much in 
during the summer time by the lake route as it can in order to 
secure the transportation advantage which inures due to movement 
Over that routc. (Continues brict): 

The second preference under Sold Fuels Administration 
regulations are retail dcalers and to the extent that rail ship- 
ments are madc to such class of customers in Canada, they re- 
ceive a preference on such coal equal with retail dealers in the 
States. The third preforence is consumers receiving coal by the 
lakc cargo routes. 

MR. McBLVANY: I might explain that is other than by- 
product and special purpose coals; that is g@eneral use coal. 
(Gontinucs brief): 

Hore the Canadian consumer has a decidcc’ asizontose for 
the reason that by far the bulk of the bitmminous coal impory>4d 
into Canade from the States moves vie the lake cargo routes. 

We arc prohibited from shipping coal to other accounts until we 
have made adequate provision ror fulfilling lake commitments in 
full. as a result, Canadian consumers receiving the vulk of 
their coal by the lake route are assured of thcir coal supply 
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by all-rail or tidcwater routes, except those taking the first 
two preferences, that is, by-product coal and retail dealer coal. 

The United States coal producers in Price urea No. 1 
who ship all this coal for lake transshipment recognize their 
responsibility to their Canadian customers taking their coal 
via the lake routes and no objection has been raisoca by a single 
Unitcd States produccr to this preference requirement for lake 
coal shipments. 

Table VII, following, sets forth statistics of movement 
of lake cargo coal through the Lake Eric ports for a period of 
years and indicates both the actual and relative inercase in 
tonnege transshipped to Canadian destinations. 

TuBLE NO. VII 


Distribution of Coal Shipped to United States Lake Eric 
Ports and Forwardcd Therefrom as Cargo 


United States dsstinations Canadian destinations 


Year Tons % of total Tons % of total 
1957 40,123,000 S0,6 8,479,000 19,4 
1938 61,000, 000 80.9 G7, 010, 000 Le 
1989 oso 7000 Beso 6,674,000 Repay: 
1940 67,804,000 i ya 63.78.0080 Lees 
1941 Jon B20, 000 i howe ae 10,886,000 Ale? 
1942 46,207 ,OOU Vile 11,544,000 btel 
1943 04,146,146 14: 14,969,000 25009 


BY MR. FRAWLEY: Bcforce you licave the matter of 
preferences, is railway coal put into any particular preference 
class? 

MR. McELVANY: It is not, sir. It would come in No. 4. 
atiter thé first three preferences are taken care of, then all 
industrial and railroad accounts follow in the same catogory. 
Of course to thc extent that Canadian railways reccive thcir 
coal by the lake cargo routes they then reccive preference Noe 
3 on receipt of such coal. (Continucs brict): 

Tho other principal source of supply of bituminous coal 
for wucbce end Ontario has becn the Maritime Provincos. 

Table No. VIII, following, sects forth tonnages of United 
States bituminous co2l and Maritime coals rctained for consump-~ 


tion in thc Province of “ucbee for a scrics of ycars? 
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TuBLE NO. VIII 


Net Tons 

¥oar Reecived from Rcoecived from 

Maritime Provinecs Unitcd Statcs 
1928 B,oLescLg 1,506,607 
1929 a yoo. , Wee 1,242,180 
1930 1,724,890 Pele GLE 
1931 Ae a, OU 8085015 
19338 LOO phos 40,781 
1933 1,485,874 208 , (Oe 
19354 OGL hae 659,566 
19385 L730, 704 (50. OVO 
1936 pg RACERS G7O,eac0 
1957 Byatl, LOO 1,359°, 694, 
1938 B.000 she Sol, 7oL 
1939 a yO04, S06 L,eo7,4ce 
1940 ee Wn Rots) Reap bay on 05, 
1941 2, VOL OOS 4,104,262 
1942 ty Oe soe ¢ 5, coe, oo 


While authentic figurcs have not been available to us 


as to the movement of coal from the Maritime Provinecs sincs 


1942, it is our information that the movement of such coal into 


Quebec has greatly dcercascd since that time. 


BY COMMISSIONSR MORRISON: Pardon mc, at that point. 


Where are thosc tables taken from? 
MR, McELVANY: I soc that I neglected to put that in. 


Those arc all taken from the statistics of the Dominion Bureeu 


Or Ovati 


stics.e 


Tablo IX scts forth similar information with respect to 


(Continues brief): 


coal rcotaincd for consumption in theProvinee of Ontario: 


Yoar Maritime Provinces United States 
1928 63,427 10,643,002 
1929 140,619 11,432,168 
1930 168,672 LO,292, 151 
1931 174,981 8,619,085 
1932 280,866 6,913,221 
1933 52k,085 7,067,289 
1934 1735 G00 B,00U,ece 
1935 926,424 Oy oop Te 
1936 1,046 ,497 9,044,108 
1937 1 215,090 10, (88716 
1938 771,248 8,017,668 
iB Pee, 1,294,038 8,000,176 
1940 954,761 11,446,813 
1941 Lig ci 13,496,408 
1942 27,269 15,227,916 


TABLE IX 
Net Tons 


Roecived from 


Roeecived from 
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The report for 1939 of the Dominion Bureau of Statistics 
discloses that for the five (5) year poriod 1935-1939, the 
average yearly imports of United States bituminous coal into 
Quechee and Ontario were as follows: 


RUS DOGics ersten niece y 887,381 net tons 
OUGALLOT Hes Wee ates bop oLls col nol cons 


12.00 NOON - COMMISSION ADJOURNED UNTIL 2.00 P.M, 


iuFTERNOON SESSION 

The Commission resumed at 2,00 P.M. 

MR. ow. Be. McELVANY continucs prescntation of Exhibit 
No. 214: 

If that yearly average import had becn maintained, 
Qucbce would have bcen short over 4,000,000 tons and Ontario 
almost 6,000,000 tons of mccting their 1942 bituminous rcequirc- 
ments. Canadian homes would have bcen cold and Canadian indus- 
try, so vital to the war effort, would heave been idle, if the 
Unitcd States bituminous industry had not assumed its rightful 
burden of supplying its normal Canadian market. 

Tho last complete study of United States coal resources 
was made in 1936 by the United States Bureau of Mines. That 
study indicated that as of the cnd of the year 1954, there were 
unmined 3,182,000,000,000 net tons of rocoverablc bituminous 
coal. Production sinee that time is just a drop in the bucket 
as against such immense reserves. With such a reserve of coal 
in the United States, cconomically and officiently mined with 
onc of thc most cfficicnt and highly intcgrated transportation 
systems in the world serving the United States coal producing 
arcas ready, willing and able to handlc all of the coal which 
is offerca for transportation to destinations within the Unitcd 
Bhetes or Caneda, and with the United States bituminous industry 
ready, willing end able in the future, as in the past, to serve 
its normal markets, Canada can fecl secure that its rcquircments 
for bituminous coal always will be adoquately met. 
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did you stick protty well to the dofinition that has been given 
of actual coal rescrves? You know, sometimes they divide coal 
reserves into possible, probable and actual. 

MR. MCELVaNY: This was possible mincable reserves. 
(Continucs brief): 

Closcly intertwined with the ability to produce suffi- 
Gient coal by cconomic mcthods to mcet all of the demands of our 
natural: markcts in the United Statos and Canada is the co- 
rclated problem of transportation of the coal from the producing 
areas to the consuming centers. Here the Canadian consumcr who 
looks to the United States for his source of supply is particu- 
larly fortunate. Not only do the States have unlimited re- 
gourecs of unmined bituminous coal which can be efficiently and 
economically mincd and so prepared as to afford the greatest 
fucl cfficicney in its burning, but also the individual dis~- 
tricts which comprise Price srea No. 1 are served by the most 
highly intcgrated reilroad system tc be found anywhere in the 
world. All of the principal origin districts arc scrvced by ono 
or more of the main trunk line systems in the Bastcrn part of 
the United Statcs, and in addition there arc many connecting 
Or so-called leteral lines fecding inte thesc main trunk lines. 
Evcn though onc or more of these originating lines in the coal 


ficld or thcir connections might be temporarily disabled due to 


washouts, embargocs, car shortages, etc., there arc always onc 


or more railroed routcs open and available to carry the coal 


Given belsw are the railroad systems serving the 


originating producing districts compriscd in Price area No. 1 


(except District No. 5): 
District No. 1 


B&O Railroad 

‘Pennsylvania 

New York Central 

Pittsburgh & Shawmut 
Pittsburgh, Shawmut & Northern 
kric 

Cambria & Indiana 

Lb. HE F. & OC. 

Western Meryland 


District Now & 


B & O Railroad 
Besscmer & Lake Hrie 
Pennsylvania 

Pp. & Le. Ee 

Montour 

Pittsburgh & West Va. 
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District No. 3 ( SDL Scurie tac so! 
B&O Railroad Ce. & Ov 
Monongahela, Intcrstatec 
Western Maryland N. & We 
Virginian 


District No. 4 


District No. 8 
B&O Railroad eae irene y ere 


Pennsylvania Ce. & Ov 
New York Central Oe GO. & Oe 
Whecling & Lakc Eric Ke. C. &N. W. Railway 
eee K. & M. Railway (N. Y. CG.) 
lie tes ats 
District No. 6 Ne & We 


B&O Railroad 
Pennsylvania 


The Baltimore & Ohio, Pennsylvania, New York Contral, 
and Bric all roach Canadian border points via their own rails. 
However they do not confinc their open available routes to thoir 
own rails but by joint routes and through rates in connection 
with such roads as the Delawere & Hudson, Delaware, Lackawanna 
& Westcrn, Lchigh Valley, Detroit & Toldeo Shore Linc, Michigan 
Contral, Perc Marquette Railroad, ctc. there is enjoyed a 
multiplicity of routes all of which are open and available for 
the traffic movement. With the nunber of roads serving the pro- 
ducing area and the multiplicity of routes open to all of these 
originating roads to move their tretfic, it is anconceivarle 
to belicve thet there ever could arise an occasion when suffici- 
ent routes would not be open and available to handle all of tho 
co2l requirements of the provinces of Quebee and Ontario. 

Coal moving all rail enters Canada through what are 
known as the St. Lewrence gateways, the Niagara Frontier and 
the Detroit-Port Huron gateways. The railroads hereinbefore 
listed cither directly or through their connections reach all 
of the important gateways through which coal moves into Canadas 


The more important of these gateweys are listed below. 


Rouses. Point, N.Y- Vanecborc, Mc. 

Massena, N.Y- Wells River, Vt. 

Cecil Junction, uc. Outremont, Quc. 

Huntingdon, Que. Genesec Docks, N.Y. (Car Ferry) 
Ogdonsburg, N.Y. (Car Ferry) Black Rock, N.Y. 

PDelson, “UC. Suspension Bridge, va 
Adirondack Jcte, uc. Detroit, Mich. 

Mattawamkeag, Me. Port Huron, Mich. 


Somcrsct Jct., Me. 
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With this wide gcographical distribution of availablc 
gateways to Canade. for all-rail coal thore is littlo roason why 
at any timc, there would be any transportation restriction which 
would interforc with the movement. 

BY THE CHATRMAN: You necd not answer this question un~ 
less you fecl like it. Have you ever given any attention to the 
new waterways development that is under consideration now by 
the Congress of the United States? 

MR. McRLVANY: Yes, I have thought a lot about it. 

BY THs CHaIRMAN: Thet will enable your coal companies 
down in that area there to get cheaper transportation to this 
eounory, Will it? 

MR. McELVaNY: Well now, following the discussion of the 
rail rovtss I give attention guite extensively to the movement 
of coal into Canada by water routes. 

EY COMMISSIONER McLAURIN: But as far as the §t. Law- 
rence Waterway is concerned, it is no secret that coal compan- 
ies oporating in District No. 1 take an active interest in 
opposing it? 


MR. McELVANY: Well, they have never actively supported 


BY COMMISSIONER McLAURIN: You say the coal companies 
who apnecared before the House of Representatives and Senate of 
the United States would want to have their case put on that 
basis, that they had never supported it? 

MR. McELVANY: Well, I think that the record that the 
coal industry has made at all the hearings would indicate that 
there has never been any active support of the proposed water~ 
ways by the coal industry. 

BY COMMISSTONER MORRISON: A certain seotion of the coal 
industry has vigorously opposed it? 

MR. McELVANY: That is correct. In fact the National 


Cosl ‘ssogiation has appeared, representing all of the bitumi- 


nous operators, at all of the nearings, vigorously opposing it. 
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BY COMMISSIONER MORRISON: I happen to know of another 
association, collicrs association, which has donc likewise. 

MR. McHLVuNY continucs brief: 

The Canadian railroads in purchasing a portion of their 
fucl supply in thc Statcs in some instances send their own open 
top equipment to the mines for coal loading but in the great 
majority of cases coal moving via the all-rail routes into Canada 
is handled in United States equipment and in normal times the 
car supply hes always been adequate to take care of all the coal 
requircments in the States as well as Canada. The United States 
railroads have performed e notable fcat during these war years 
in handling the tremendous volume of business which has beon 
offered for movement and stand ready and able to continue this 
high standard of service and to accord to the Canadian coal 
movemcnt the same economics and efficiencies which they have 
demonstrated in thc handling of all of our domestic traffic. 

Both in normal times and in the war period by far the 
prepondcrance of the tonnage exported from the United States 
into Canada moves by what is known as the lake cargo routc. 

By that is meant coal is transported from the producing dis~ 
tricts in the Statcs to a United Statcs port located on the 
south bank of Leke Eris or Leke Ontario. There the contents of 
the car is emptied into the hold of a vessel and preneeen eae 

to its ultimate Canadian destination by water. 

This lake cargo movement constitutes a most efficient 
and cconomic method for the transportation of coal. Lake ves= 
sels ranging in capacity from 1000 tons to over 10,000 tons 
serve these ports on Lake Brie and Lake Ontario so that the 
necds of any community, irrespective of sizc, can be served by 
this routc. 

Goel dumping facilities are maintained at Oswego, Sodus 
Point and Charlotte Docks, New York on Lake Ontario and rates 
and routcs to these docks apply from mines in Districts Nose dy 
2, 3, and 6. These docks with their convenient location are 
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referred to as canalcers which arc employcd for the transporta- 
tion of freight on the St. Lawrcenee River. These boats are of 
such a length and draft that they arc able to be accommodated in 
the locks of the Lachinc Canal and thereforo can serve the terri-~ 
tory both east and west of Montreal. In order to provide a 
through movement of paper, pulp and wood produced along the 

river in the territory cast of Montreal, this smaller type boat 
must be uscd in ordcr that these products may be floated to 
Great Lakos destinations without the need for transfer of lading. 
Coal loaded into thesc boats at Oswego, Sodus Point, or Char- 
lotte Docks providcs a desirable rcturn load and thus insurcs 

the economy that is always obtained when vesscl capacity is 
Mbilized for a load in both directions, 

On Lake Fric, coal unloading facilities arc located at 
Buffalc, New York, Hrie, Pennsylvania, and Conneaut, ashtabula, 
Fairport Harbcr, Cleveland, Huron, Lorain, Sandusky, and TOLEGS 
Ohio. The ports of Toledo and Sandusky arc available via a 
multiplicity of routes to all of the coals produced in Districts 
Nos. 7 and 8 «ll of the coal produced in Districts Nos. l, 2, 
3, 4, and 6 can reach via available routes one or more of the 
lower Lake Eric ports. The capacity of the dumping facilities 
is adequate to insure Canada of a continuous supply of coal as 
witncssed by the fact that during the lake season of 1944, over 
50,000,000 tons of coal were transshipped through the Lake Erie 
PociLitics. 

The opening of the Welland Canal in 1932 (on which the 
Dominion of Canada spent millions of dollars) has further 
enhanced thc economics of the lake cargo movement as it ms had 
‘he substantial effect of making Lake Eric and Lake Ontario one 
lako end it is now possible to move the large bulk freighters 
Baad colf-unioaders from Lake Erie ports to all destinations on 
Lake Ontario where ‘there is 4 sufficient depth of water in the 
Sostinetion harbor to accommodate them. 


> ny lant 4- + s 
Tho gamc lake cargo vesscls which transport this coal 


Eri 2 ake tario po are also S 
from the lower Lake Eric end Lake Ontario ports are also used 


ig 
= 
: 


‘Cm 


nile (One sts a 


© ven Comat, sd 
rae | 2 we oie ag one pie} 


- 


abigad; ap Geer ape oe: totee? Loo Daag, arsieg = i 
a SSR = A Va aad avainch D: Rd od Dah a 


a ci LPORAGGL Avys Rafts Lip) Saeed xe tonto’ a 
u's = OU EF Be-fe ike, S000 ~feotricy, 2o-taee es bene? oeit. 


ohh aw 7 


. met ARiuwS 2S vee ery sect ee TDG | ad at AIBR., as fi 
| gles. rh 2 See wes t ee ee © ; saatonsh eal th 
Per, stale Pthot muda yet wy Shae QAe i Corie hbefaul t@ 
Pe | etapa? ‘aim: iced lex nliddutegh a DAvote Gtaog 

ie oeee? xt inde ovis, Se eae Seppe 
; ny | | - Fa oh tw Lact a rca pore h id 


i, eR jiitew’ abby diag: sae | pee ee 


~~ 


s 


‘8 i Da a | , eg hs | ial J 4 oie gt, 


S 

tiny Pe ames et Me Te Via feo Fan 
a! 2 gir si debkwmd colt Malpe s obetot &% ydwet, ot crane 
Pee Seri ti al | eh tg hee aa oye batted 


ahi rs: is vy P G De ¥ . 
The SE WP yeh iy ow 3 bALS * 
5 04 jt ee iO Vig. ofa TaN 

ae 


¥ ee am I j ¥ * or 5 J ) agns | 


; ” | ay aw E ed Sencar 


ip : ae, (btn Ft See ; » €ORnL2B iA bigaed nie 
. rep 


P y g j am“ 
"CL vn . m ? y jas ey, : * a ‘ U a 7 wot a re mf hve pi) 2 ee) 7. 
fo Mr, Reticy oith. u tak 208d soph poiemadion i, 
es : 4 ve Aare i Sl ‘ 


‘ 
’ > 
; ee By OF ; > Rares. ah, ive =a Waifs o (Goofy ottsray 


7 7 epaht Lee ee Bisa ee as leer Rou. a Pa taed ay 


’ 


Ao Gif) ) DaRyeee Mee aiveget HEP Se aia he 
tehy aro S5i0 GIN, 7 RSRnRy oibad Dies ee a. aa ar i; 
; >, ie 


re. a a. 


W. ~4278— i. B. Moblvany 


to bring back iron orc, grain and limestone from the hoad of 
the lakes. This again provides for cconomic use of transporte- 
tion facilitics and it has bccn possible for thc vessel owners 
to maintain a lowcr level of rates for coal transportation due 
GO this return loading of ore, grain ahd limestone. as by far 
the bulk of the lake cargo coal moving to Canada is transported 
in vessels of Canadian registry, not only does the Canadian 
consumer receive the benefit of the economics of the transpor- 
tation but Canedian capital invested in lake vessel craft se- 
cures a substantial rcturn on its investmont. 

The game cars and motive power which transport lake cargo 
coal from the mincs in Price urea 1 to the United States lower 
lake ports are also uscd in the movement of the limestone and 
ore away from the lake front to the consuming arcas, i6¢., the 
arcas of stccel production which in many instanccs are coterminus 
with the coal producing aroas. In fact, due to the prepondorant 
tonnage movement of the down-bound limestone and iron ore, coal 
in many instances is providing a return load for the motive 
power and equipment which otherwise would be returning light. 

The fact that the railroad ond of the lake cargo move~ 
ment is in thc nature of a portion of a through movement has 
rosulted in the Interstate Commerce Commission treating the 
lake cargo rates “in the nature of proportional rates." (126 


~ 


—.6.0% 309) 

All of the lake cargo rates from the producing districts 
in Price urea 1 to the Lower Lake Eric ports in the United 
States have cither been specifically prescribed or approved by 
the Interstatc Commerce Commission. The presently cfficctive 


rates end. the distances for which theyapply are set cut below: 
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TuBLE NO. X 


Ratcs and Distances from Producing Districts to Lower 
Lake Eric Ports for Transshipment as Cargo 


Harnings 
FROM Rate <«sworago per net 
Producing Freight per not Distance ton miles 

Districts. Ratc Group sue ton (Miles) (Mills) 
A. Reynoldsville Buffalo $1.56 200 7.8 
sya Pittsburgh Lake Erie Ports 1.56 178 8.8 
xd Fairmont Lake Erie Ports 1.76 e261 667 
x4 Ohio Lake Eric Ports 1.03 Ley 9.2 
6 Pan Handle Lake Erie Ports 1.56 178 8.8 
a New River Toledo-Sandusky 2,06 427 4.8 
x7 Pocahontas Tolcdo-Sandusky 2.06 433 4.8 
x8 Kentucky Toledo-Sandusky 1.91 505 6.3 
x8 Kenove Toledo-Sandusky 1.91 O28 59 
x8 Thackcr Tolcdo-Sandusky 1.91 048 ores) 
x8 Kanawha Toledo-Sandusky 1.91 563 D3 


x Distances as dctormincd by Interstate Commerce Commission 
in Lake Cargo Coal Ratcs (126 1.0.C. 509 at p. 326) 

To all of the above rates, 9¢ per ton should be added to 
cover cost of dumping, as provided in freight tariffs lawfully 
on filo with the Interstate Commerce Commission. 

No lakc cargo rates apply from District 5--Michigan. 

It will bc noted that the names shown undor the heading 
"Froight Ratc Group" arc not the same as those set opposite the 
District numbcr in the first table. The names of Freight Rate 
Groups ghown in Tablc XK are uscd by the Interstate Commerce 
Commission in dcsignating Freight Rate Origin Groups and thesc 
Frcoight Rate Origin Group names were in cffect for many years 
prior to the cnactment of the Bituminous Coal yct of 1957. 
However, it should be pointed out that the freight rate origin 
groups uscd in Table X are the ones from which by far the 
greater portion of the lake carge coal originates in the various 
producing districts. 

It must be borne in mind in obsorving the carnings per 
ton mile, that in addition to providing a return laod for the 
iron ore and limestonc, these rates of themselves are those on 
which millions of tons of traffic move annually. The movement 


on these ratos during the lake season of 1945 was as shown 


below in Table No. XI. 
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TuaBLE NO. XI 


Movement of Lake Cargo Coal to Lakc Erie Ports, Scason 
1943, from Districts in Prico urca No. l 


Fron Tons 


Distriot No. 1 866,060 
Vipleae (Oo 
2,201,400 
4,198,149 

596,416 
Se 710.679 
Be yOlls, Ole 


O~sBok ww 


Total 46,059,334 
Authority: Orc & Coal Exchange 


From the preecding two tables, it will be observed that 
over 80% of thc tonnage moves at rates returning carnings to 
the railroads of over 5 mills por ton milc end still provides 
lake coal reccivers with very economical transportation. Lake 
cargo coal gencrally moves in solid train load Lots over oyer 
100 cers cach through from one assembly yard to one destination, 
without intormicdiatc switching and with a mininun of switch- 
ing at the destination lakc ports. This lattcr is so because 
shipments arc handled under consignncnt names instead of in 
individual consigncec accounts and those consignment namcs are 
igsucd and policed by a carricr maintained organization, Ore & 
Goal Exchange at Clicvcland, Ohio, which constantly enacavors 
to hold such consignncents to a mininun. 

BY MR. FRaWLEY: Is the rate a rato for a solid train 
load? 

MR. McELVuNY: It ig not; it is a rate por ton, whether 
it is onc car or onc hundred cars. 

BY MR. FRaWLEY: You arc norely calling attention to 
the fact that it moves that way% 

MR. McELV.NY: That is the way in which it moves. 

BY COMMISSIONER MORRISON: Are you suggesting that 
moving it in that wey is more economical for the railroads? 
MR. McELVuNY: Yes sire 
BY MR. FRAWLEY: That is probably the chicf reason why 


it moves that way? 
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MR. McELVANY: Yos. was you gontlencn probably know, 
thero has becn a scrics of litigation involving lakco cargo 
rates which has oxtcendcd back to 1912, and in thc last adjust- 
ment of thc lakc cargo rates in 1924 the rato from some of the 
northorn districts was reduced 20 cents a ton. The reason ad= 
vanced for reducing .those rates below the icvel of the local 
ratc was duc to this factor of solid train loads noving from 
Pact Origin, to. dcstination. 

BY i. FRAWLEY: Is that what you find in 126? 

MR, McELVANY: You will find that decision in 126 1.C.¢. 
609. It is cntitled Lakc Carge Coal Rates 1924. (€ontinucs 
bricf): 

Whilc the Orc and Coal Exchange is carricr maintained, 
the Managor of the Exchange is an acercdited agent of the Inter- 
statc Commerce Commission and the Exchange and Commissicn co- 
Pperato. to the oud that there is, noedelay to or mMis-usc.oF 
transportation cquipnent, cither rail or lake. «ll Of AhLs 
makes for cfficicnt and ccononic transportaticn which is re- 
ficctcd in the transportation charges. 

The forcgoing applics to lake cargo ccal movenent to 
and transshipuent at the lowcr Lake Eric ports. The sane situ- 
aticn also applics to the movement to the lower Lake Ontario 
ports, though toa much lesser dogres on acccunt of the smalicr 
tonnage involved. During the ycor 1943, a total tonnage of 
$3,944,135 tons was transshippea from Leake Ontario ports of which 
3,587,493 or 91% was dostincd to Quebce and Ontearic JIcstinetions. 

Siniler information as shown for Lake Eric ports in Table 


* : 7) sy for @iShe ai i t which have 
No. XK ig scot out in Tablo No. XII for those districts € 


tronsshipping retes te Lake Ontaric ports. 
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T.BLE NO. XIL 


Ratos and Distances from Producing Districts to Lowor 
Lake Ontario Ports (Charlotte Docks, Sodus Point 
end Oswego) for Transshipment as Cargo 


Harnings 

Ratc per sve. dis- por not 

From PRODUCING DISTRICT TO net ton tance ton mile 

Milcs (Mills ) 
Bist, No. 1 Contral Pa. (Charlotto Dks) $1.68 Bee 6.0 
Dist. No. 2 Westcrn Pa. (Sodus Point) T20 368 bee 
Dist. No. 3 Northern W. Va.(Oswego) 1.90 4.28 4.4 
xDist. No. 6 W. Va. Pan Handle 90 425 4.5 


To all of tho above rates, 9¢ per ton should be added to 
cover cost of cunping. 


x Rates from District No. 6 apply to Charlotte Docks and 
sodug Point, New york only. 


By far, the great bulk of the tonnage handled through 
Lake Onterio ports moves through the ports of Charlotte Docks 
and Sodus Point, and cf that tonnage the preponderant anount 
originates in District No. l. 

The next scrics of tables immediately fcllowing scts 
forth the boating rates applicable from the various lower Lake 
Eric sand Lake Ontario ports to selected destinations in Canada, 

TABLE NO. XIII(a) 


Rates for Transportation of Coal from Toledo or Sandusky, 
Ohio in Lake Vessels 


Rates in cents per net ton {Can. funds) 
Destination Bulk Freighter Self Unloader 
Fort William 40 
Sault Ste. Marie 290 
Georgian Bay 200 
amherstburg 30 
Windsor «30 
Erieau 20 
Port Maitland 44 
Port Burwell 40 
Port stanley 40 
Port Colborne 248 
Thorold pa 
Hamilton on 
Toronto : 
Montreal 1.350 


Saguenay River 1,65 
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TABLE NO. XIII(b) 


Rates for Transportation of Coal from Huron and Lorain, 
Ohio in Lake Vessels 


Rates in cents per net ton (Canadim funds) 


Destination Bulk Freighter Self-Unloader 
Fort William 40 

Sault Ste. Marie Apots) 

Georgian Bay 099 

Amherstburg 00a 
Windsor rey 
Erieau 220 

Port Maitland 042 
Port Burwell ; 209 
Port Stanley ° eve 
Port Colborne 046 
Thorold 60 
Hamilton 067 
Toronto 067 
Montreal 1.30 

Saguenay River 1.65 


TABLE NO. XIII(c) 


Rates for Transportation of Coal from Cleveland, Ohio 
in Lake Vessles 


Rates in cents per net ton (Canadian funds) 


Destination Bulk Freighter Self Unloader 
Fort William 040 

Sault Ste. Maric god 

Georgian Bay 000 

Amherstburg 208 
Windsor 238 
Brieau 30 

Port Maitland my? 
Port Burwell 228 
Port Stanley 120 
Port Colborne e00 
Thorold oak 
Hamilton ~60 
Toronto 60 
Montreal 1.15 


Saguenay River 1.50 
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TaBLE XIII(d) 


Rates for Transportation of Coal from Fairport Harbor, 
__ Ashtabula and Conneaut, Ohio in Lake Vessels 


“ 


Rates in cents per net ton (Can. funds) 


Destination Bulk Freighter Self Unloader 
Fort William 40 

Sault Ste. Marie ooo 

Georgian Bay 00 

amherstburg 238 
Windsor 258 
Erieau «30 

Port Maitland soe 
Port Burwell °28 
Port Stanley 028 
Port Colborne 00d 
Thorold eo 
Hamilton »60 
Toronto +60 
Montreal Lele 

Sagucney 1.15 


TABLE 0; Site oe] 


Rates for Transportation of Coal from Eric, Pa.e, in 
Lake Vessels 


Rates in ecnts per net ton (Can. funds) 


Destination Bulk Freighter Self Unloader 
Fort William «40 

Sault Stc. Marie eis) 

Georgian Bay 2°00 

amherstburg 238 
Windsor 208 
Erie au 200 

Port Maitland AAS, 
Port Burwell ol, 
Port Stanlcy 051 
Port Colborne °o0 
Thorold 049 
Hemilton 208 
Toronto 258 
Montrceal 1.15 


Sagueany 1.50 
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TABLE NO. XIII(f) 


Rates for Transportation of Coal from Buffalo, New york 
in Lake Vesscls 


Rates in ecnts per net ton (Can. funds) 


Destination Bulk Froightcr Self Unloader 
Fort William 240 

Sault Ste, Maric «00 

Georgian Bay 000 

amherstburg 58 
Windsor 38 
Erieau 200 

Fort Maitland aol 
Port Burwell 46 
Port Stanley 042 
port Colborne eo0 
Thorold ; 043 
Hamilton 200 
Tor onto ~50 
Montreal deo 

Saguenay 1.50 


TABLE NO. XIII(g) 


Rates for Transportation of Coal from Charlotte Docks, 
Sodus Point and Oswego, New York 


Rates in cents per net ton (Can. funds) 


Destination Bulk Freighter Self Unloader 
Toronto 250 40 
Oshawa Cor 
Port Hope 200 -80 
Cobourg 200 80 
Trenton 90 
Belleville <ou 
Kingston (deep draft) 245 
Kingston (shallow draft) 53 
Prescott (deep draft) 250 
Gardinal (deep draft) sO 
Gornwall (decp draft) 280 85 
Montreal (dcep draft) 1,00 1.20 
Saguenay River 1.35 


BY MR. FRAWLEY: 1 notice it is either one or the other, either 
bulk froighter or self unloader? 

MR. McHLV NEY: That's right. Take to a city like Toronto, 
while some bulk freighters do arrive in there the preponder- 
ent weight comes in in unloading vessels. 

Q@ You mcan from the same point it will cost 50 cents to take 
it to Toronto by bulk freighter against 40 cents by sclf 
unlosder? 


i That is correct. 
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BY COMMISSIONER McLaURIN: Bulk freightors just can't compcte 
with the sclf unloaders. 

js Woll, it depends on where it is going. Now to a place like 
the Soo, whcre they have their own unloading facilitics on 
the dock, there is no advantage in using the self unloader, 
because your sclf unloader rate will always be higher on 
account of its carrying its own unloading equipment. 

Q What about Toronto? 

& There are no bridges at Toronto for the unloading of bulk 
freighters. Now they have becn brought in there and some of 

the dock operators have taken their own clamshclls down and 
unloadcd them bueketful by bucketful, but that is a very slo, 
tedious operation. 

BY MR. FRAWLEY: Just look at Toronto versus Montreal. Just why 
ig it the self unloader doesn't go into Montreal? 

A Inthe first plece there are very few that are small cnough 
to go through the Lachine Canel, and in the second place they 
were bringing coal by water into Montreal long before they 
were bringing it into Toronto by water, and there had not 
beocn the development of the self unloader when coal was 
moved into Montreal by water, therefore you will find that 
all of yur unloading docka at Montreal are equipped with 
bridges whereby they arc cquipped to unload the bulk 
freighters. 

Q@ Othor things being equal, it is perfectly true that Toronto 
docks have « great advantage over Montreal? 

i, For the sale of coal at Toronto. 

BY COMMISSIONER McLAURIN: Except the very considerable distance? 
& Yes, but if you will look . . » of course if you get down to 
Tablo XIII(g) for the movement of the bulk freighter from 
Lake Ontario points to Montreal you will sce that the bulk 

frcighter ratc to Montreal is $1.00. 

BY MR. FRAWLEY: By the way, are those 1944 rates? 

A These are the errrent rates and ere the rates on which coal 


is shipped this yoer. 
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BY COMMISSIONUR McLAURIN: Now would you mind looking at XIII(b). 


dy 


A 


bs 


It would not be any furthor from Lorain to Montreal than it 
is from Lorain to Fort William, would it? 

That is perhaps correct, and there is where the advantage of 
the return loading of the ore comes in, beeausc the man at 
Fort William on his up-bound rate on coal gots the benefit of 
the fact that that boat may go down loaded with grein or orc. 
He therefore gets the cconomics that are inherent in utilize- 
tion of cargo space in both dircctions. 

But don't they gct pulp and paper on return trips? 

Of course you are talking now going to the western 6nd. Your 
pulp and papcr moving down -=-+ 

Have to go down the river cntry for a distance? 


Yos, 


MR. FRAWLEY: Well, if a bulk froightor was going to Sague- 


A 


ney Rivor with coal wouldn't ho come back with pulp? 


COMMISSIONER McLaURIN: But the bulk of the coal is consumed 


BY 


in Montrceal. 


MR. FRAWLEY: Cortainly taking american coal up tho Saguenay 


BY 


River would be pretty humiliating to some people that mine 
coal down that way, but I suppose it gocs down there? 

In times of stress, yes, U.S. coal does go down the Saguenay 
River. (Continues brief): 


By a combination of the figures in Tables Nos. X or XII 


and those in Table No. XIII, it is possible to calculate the 


transportation charge from any of the districts in price area 


No, 1 to any of the more important destinations in Canada re- 


weiving lake coal. 


Taking Toronto, Ontario, as an example, Table No. XIV 


sets out in detail the most economical transportation route from 


each producing district in Price area No. ke 
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TABLE NO. XIV 


Statement Setting Forth Cheapest Transportation Route 
Available From Each District in Price Area No. l 
When Shipping Lake Coal to Toronto, Ontario 


From District Rate to Dumping Boat 
Lake Front Charge Rate Total 
1 Central Pennsylvania (a) 1.56 09 OU 2.12 
&® Western Pennsylvania (Bb) 1.56 »09 58 2.29 
& Northern West Va. (207) DO 209 40 Red 
4 Ohio (ad) 1.53 209 58 PLAY 
6 West Va. Pan Handlc e) 1.56 09 - 60 26259 
7 Southern-Low volatile te 2.06 09 ek 2.86 
8 Southern-high volatile (f) 1.91 09 ot raelcll 


(a)--Via Buffalo, New York 

(b)--Vie Eric, Pennsylvania 

(c)--Via Charlottc Docks 

(d)--Via Eric, Pennsylvania 

(c)--Via Fairport Harbor, Ohio 

(f)--Via Tolcdo or Sandusky, Ohio 

As proviously adverted to in this presentation, bitumi- 
nous coal in the United Statcs is mincd efficiently and ¢conomi- 
cally. During the year 1943 (the last year for which figures 
have been releascd by the United States Bureau of Mines) the 
average production per man por day was 5.58 net tons. It 
should be pointed out that this average is arrived at by inelud- 
ing all men, inside and outside, in the computation. 

BY COMMISSIONER McLAURIN: Does it include stripping? 

MR. McELVANY: Yes, it includes all coal mines. (Con- 
tinues brief): 

We believe it will be accepted as a fact that coal pro= 
duced from mines of large daily productive capacity efficiently 
managed and modernly equipped can be produced at a lower Gost 
than from smell mines, inefficiently managed, without modern 
equipment. | 

As indicative of the extent to which the United States 
bituminous industry has gone in tho development of the large 
seale efficient productive units, the following salient statis- 
tics arc quoted from the Minerals Yearbook of the United States 
Department of the Interior with respect to production in the 


yoar 1942, from Districts embraccd in Price areca No. l. 
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TABLE NO. XV 


Price Area Noe 1 
EE 


Total number of mines 4,327 
Total Production 410,506,063 tons 
average production per mine 94,871 tons 


Mines in Class l= 
(More than 500,000 tong produstion) 


Total number of mines 212 
Total Production 191,940,461 tons 
Average production per mino 905,480 tons 


Mines in Class 1B 
(200,000 to 000,000 tons) 


Total number cf mines 373 
Total Production 116,402,659 tons 
iverage production per mince Sle,071 tons 


Classes l<4 and l=B combined 
(411 mines producing 200,000 tons or over) 


Total number of mines 585 
Totel production 508,343,705 tons 
average production per mince 527,083 tons 


authority: United States Bureau of Mincs 

a study of the preceding table discloses that in Pricc 
area No. 1, the territory from which Canada draws its coals, 
7% of the tremendous production is produccd from 14% of the 
mines and that the average annual productive capacity of these 
Class l-.. and 1B mines is over half a million tons. 

The development of mcchanized mining has bcen another 
factor which has contributed very materially to the economic 
production of coal in the States. There has been an increasing 
utilization year by year of the most modern types of mechanical 
loading ecquipment in the bituminous mincs in the United States. 
Table No. XVI sets forth for a period of years ths number of 
units of mechanical equipment in use in underground bituminous 
mincs. 

TuBLE NO. XVI 


Units of Mechanical Loading Equipment in Use in Underground 
Bitutiinous Mines in the United States, 1934-1942 


ear No. Of Units 
TIS4 567% 
1935 rake 
1936 Fo 
1938 ee 
oo 4970 
et 6296 
1942 oe 


(Figures for 1937 not available ) 
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BY COMMISSTONSR McLAURIN: What do you call a unit? 

MR. MCELVANY: Well, in the next table which follows 
there is an explanation of what these units are. (Continues brief); 

aS has been previously referred to, substantially all of 
the coal exported from the States to Canada comes from the mines 
located in frice area No. 1. The next Table NO. XVII sets forth 
in detail the various types of mechanical units which were in 
operation in mines in Price Area No. l during the year 1942, 
This statement follows: 

TABLE NO, XVII 


Price Area No. lL 
Ee a ER TR ee a 


Mobile loaders 1321 
scerapers 10 
Conveyors (Mechanical) 469 
Pit Car loaders 225 
Conveyors (Hand loaded) 2219 

Total 4244 


It will be observed by comparison of the preceding two 
tables that over 60% of all the mechanical units in use at mines 
in the States are located in Price Area No. l. Canada, there~ 
fore, is securing its imported coal from the territory in which 
there is a preponderance of the larger size mines and of the mines 
mechanically equipped, thus assuring Canada of coal produced from 
the most economic units in the business. 

The development of the large mining unit plus the in-~ 
creased use of mechanical equipment (plus the longer work day 
and six day work weck) has enabled the bituminous producers in 
the States not only to maintain but to increase their production 
despite the terrific drain on manpower occasioned by the loss 
Of miners to the armed forces and to other industries. The 
last year for which final statistics are available is the year 
1943, and with the smallest number of men employed in the mines 
than for many years there was produced the greatest tonnage in 
the history of the industry. The next table shows for a series 
of years the number of men employed in bituminous coal mines in 


: aa 2s average tpr rm er day fo 
the United States and the average output per man per day for 
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TaBLE NO. XVIII 


Number of Men Employed in Bituminous Coal Mincs in 
_the United States _ 


SRE ae eon es 


Average Output 


Year No. of Men Per Man Per Day 
1938 441,333 4.89 
19D9 421,788 5.20 
1940 459,075 Del9 
1941 456,981 5.20 
1942 461,991 Ole 
1943 416,007 5.38 


authority: United States Burcau of Mines 

With 45,000 fewer employces in the mines than there were 
in 1942, bituminous production inereascd ten million tons in 
1943 and the output per man per day increased .26 tons. Figures 
as to number of men employed and average output per man per day 
are not as yet available for the year 1944, but it is a well 
known fact that the bituminous coal industry continued to lose 
men and in spite of that loss in 1944 there was produced the 
ercatest tonnage in the history of the bituminous coal industry 
in the States, namely 620,000,000 tons. It is our considcred 
Opinion that the output per man per day for that year must be 
in excess of 5.5 tons. (Preliminary figures of the United 
Stetes Burcau of Mines which have just becn issued confirm this 
latter figure.) 

In addition to providing coal mined as economically as 
possible, the Unitcd States produccrs have also constantly en- 
deavored to improve the quality of the coal which they ship to 
Market. This they have done by utilizing all means at their 
command to provide the highest quality of coal possible. Per- 
haps the most notable contribution to this effort has been the 
tremendous sums of money investcd in the development and in~ 
Stallation of mechanical cleaning equipment for the removal of 
impurities from the raw coal. This development has now reached 
a high stage of accomplishment in the States both through what 
are known as the wet method and the pneumatic method. It has 
segregate available figures to show the 


becn impossible to 
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but the next table indicates the growth of these processcs for 
the country ag a whole for the years 1938-1943 inclusive. 
TaBLE NO. XIX 


Bituminous Coal Mechanically Cleancd in the United States 


Year Tons 

1938 66,454,588 
1939 79,429,426 
1940 LOZ ye09~, fog 
1941 i377 569,528 
1942 1A2, 7,646 
1943 145,575,849 


The necessity for using material required in the erection 
ofa cleaning plant in other more essential war industries dur- 
ing the last several years hes slowed up somewhat the growth in 
mechanical cleaning mcthods but it is fair to assume with the 
close of the war and the availability of materials there will be 
& greatly accclcrated growth of such units so that users of 
bituminous coal produced in the United States will secure the 
best quality coal that the expenditure of money and human in- 
genuity can produce. 

We believe the improved qualitics of coal now being pro- 
duced as a result of bituminous coal roscarch, plus. the in- 
Greased cificiency of coal utilization cquipment now in common 
usc contributed very materially to the war effort in that the 
highor quelity coals now being delivered to consumers have en= 
abled them to produce the mergy required by the consumption of 
& much smaller tonnage than would have ctherwise been neccessary. 
While varisus types of coal consumers arc prone to stress the 
improvement in fucl cfficiencies and more or less take credit 
to themsclves for all of these improvements, it is our judgment 
that much of the eredit is due to the United Statos bituminous 
COal producer for marketing a product which has made such fuel 
6ificiences possible. The following table sets forth a few of 
the industries where outstending savings have been made 


through increased fuel cfficicney: 


ant 


Pah 


S- or ae 
LS a x 


es 
as J or 
3) ya ; 
ts A. oeelt 
- ‘ ‘ - 


= SS a So 
wh ew ay 
° 
- as © al Pubteb | 
, iJ 35s AS? Ge 
i Pe 2 ie a 
Ar “" 
. . . 
J t 
s 
Pay a! 
‘ 
~ 
' . A ts 7 
; ~ 
f ti m 
een 
r v &. phi 
.% 
i 
1 
Zz , 7 t 
, 
os Fs 
Pan a whos 
Y ca ed 
1/3 
. hig we oo AP . 
OF a 7 v2 
ye i Fe a ae 
* * sale ~ 
set =) a ir . Ny : ak ~ 
5 < + 
. : 2 ks TS tobe 
ty a ‘Ja ere hoe “ be * 
; ‘ i ‘ , 
FY % 3 
" Pea tir aon 
ip ght fie mdihaha te? 
’ « 


=< aa 4 hte wre: 7 cKea ais | 


yen ueeoD a 


W. -429 3= ave B ° Me Biv ony 


TuBLE NO. XX 
Fucl Efficicney 


Indicators of Effect of Fucl Economy on Consumption of Coal 
in the United States, por Unit of Performance 


Reduce 
tion from 
base period 


Pounds Is 
Steam Railroads: 
Pounds per 1000 gross ton miles (freight service) 
Average: 
1919-1920 170 
1943 114 D209 
Pounds per passenger train car mile: 
Average: 
1919-1920 18.5 
1943 15,0 ERS) 
Electric public-utility power plants: 
Pounds per kilowatt hour: 
one Owe 
1942 Re, BI 6% 
Iron and Steel: 
Pounds coking coal per net ton of pig (1): 
1918 3,194 
1943 2,620 18.0 


(L) includes only savings through higher yields of merchant~ 
able coke per ton of coal charges and lower consumption of coke 
per ton of iron. Excludes economies through receiving of by- 
products. 

Authority: Mineral Year Book 

United States Bureau of Mines 

BY THE CHAIRMAN: Is it about true to say that all the 
coal importations into Canada from the United States are pre- 
pared? 

MR. McELVANY: No sir, by no means. 

BY THE CHAIRMAN: Well, is it true to say that all the 
coal for domestic purposes is prepared? 

MR. Mc&LVANY: That is through mechanical cleaning 
equipment? 

BY DHe CHaluiuaN: Yes. 

MR. McBLVaNY: No sir, it is not. 


BY MR, PRaWLEY: Have you anything further in your brief 
On this subject that the Chairman has just raised? 

MR. McELVuNY; I have, if you will let me read the next 
two paragraphs. 

BY THe CHuwTRuaN: I am sorry. 


MR. McELVANY continues brief: 


Cee ae et ee fk sonia $c’ winenebhii 


i 
- ¢ebpoal set 2eere 


te Bot escty 


A : 
ore 


W. -4294— io B. Metlvany 


Ii the railroads, the public utilitics ana the iron and 
stcel industry wore requiring as much coal per unit as thoy 
requircd in 1918 or 1919, the dcmands for our product would havo 
becn incrcased during those war ycars many millions of tons. 

The bituminous coal industry in thc United Statcs has mado a 
vital contribution through thc furnishing of coals of a quality 
which have made these fucl efficiencics possible. 

It is truc that in order to produces the tremendous tonnage 
requircd by thc war offort, it has not bcen:- possible to maintain 
all of the production at the highest quality level. The nocos- 


sity for employing supcrannuated labor, overloading of mechanical 
loading end cleaning cquipment and loss cf skillcd supervisory 
employees have all contributed to this result. Also there has 


been a large inercase in the production of strip coal, some of 


Which, undor stress of war dcmand, was subjectcd to the same 


difficulties in preparation as obtaincd at the decp mines. 
United Statcs consumers rcoccived just as large eae share of this 
type of coal as did the Canadian consumers. 

With the rcturn of normal times, bringing the younger men 
back to the mines, with the ability to secure proper supervision 
over production methsds and with the diminution in strip coal 
mining that is bound to occur, all consumers of United States 
bituminous ooal can look forward ts again receiving the highest 
Guality coals which it is possible to produce. 


thet will lead to a 


(oe) 


BY MR. FRAWLEY! What are the reason 
Ciminution in strip coal mining 
MR. McELVANY: Well, there arc I believe two reasons which will 
lead to that. In thc first place, among the ordinary con- 

sumors, industricl consumers of coal there is a cortain 
antipathy to thc usc of strip coal. It has been necessary 
during the war period to supplement the deep mine supply, 
but we believe that when the deep mine coal is again avail- 
able, which can be properly mined and properly cleaned, that 


+? _ < Agr ba 2 ® = > ° 
industry generally will not want to receive the strip mine 
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coal. One other factor: it has been easy--comparatively 
easy--to get into the strip mining business. Most of your 
strip mining is done by equipment which is also suitable for 
road building. With the almost complete cessation of road 
building in the States during the war many of those owners of 
road-building equipment turned them over to strip mining. It 
is my judgment that when our road building program again 
begins thet a lot of the equipment that is now being devoted. 
to the strip mining method will return to their former cm 


ployment of building roads. 


The first reason you assign puzzlcs me a little bit. Why would 


the consumer care whether it was strip mine or deécp mine, 
except as to quality? 

That is a very important question, and at many of the strip 
mines which were started under the stress of the war demand 
it was not possible to put in any preparation, Siging or 
cleaning equipment, and some of the strip coal which con~ 
sumers have received has not been of as good quality as the 
Ordinary deep mine coal. 

are there not some coal properties which lend themselves to 
strip mining and could not very well be mined except by strip 
mining? 

Well, undoubtcdly there are territories in the States where 
strip mining is by far the most economic method, and where 
the folks have gone in and have crected tipples and cleaning 
plants and given the strip coal just the same careful prepa- 
Yation that is given to deep mine coal, 

One instancc may not be important, but the Pittsburgh Coal 
Compeny have some areas there in the country around Pitts-~ 
burgh that cannot be mined ctherwise? 

That is true. «as you get close to the outcrop and the over- 
burden is not heavy cnough to support deep mining there has 
been coal recovered during this war and made availeble for 
use by the strip mining method which I don't think would have 


bcen recoverable othcrwisc. 
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~4.296- 4. B. MeHlvany 
But you don't think there may be » tendency to develop that 
method of mining? 
Oh, I think there will be an attempt made whercver it is 
feasible to stay in that kind of business, but it is my 
Opinion that it will not be nearly as great a Wonec gees of 
our total production as has obtained during the war years, 
The cost is of course less? 


That is true. 


BY COMMISSIONAR McLAURIN: Not much. Well, it depends on the 


It depends on the areca, 
Take Hanne, 25¢ a ton diffcrential. They would be the last 
to admit that that coal is not just as good as deep mine coal, 
Oh, it is not claimed it is not. ‘The Hanna Company has gone 
in and spent many hundrcds of thousands of dollars to put 
themselves in a position to make their strip coal acceptable 
on the markct. . 

Is there a diminution in the arca that edmits of stripping? 
Vell, there is a diminution in the area that admits of 
economic strip mining. Now what has happencd of course 
naturally is that in the desire to get coal they have gonc 

in and teken the coal that is close to outcrops and with the 
lowest overburden. fake the Fairmont district as en example, 
where the coal lay close to the knoll of the hill and was 
available to strip mining there, hes been pretty well worked 
out during the war years. 

You think thet the view thet stripping will go down is pretty 
well conecded by both strippcors and deco seam miners? 

I think so. I may say that all the companies that signed 
this bricf-~-Consolidation, Hanna, Rochester and Pittsburgch, 
Gte.--wo are all stripping coal now and I know there is no 
thought in our mind thet our strip coal production will bear 
anything like the relation to our total production that it 
has borne in the last couple of ycars. 


From here on I go into a discussion of the maximum price 
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set-up under which wo heve Operated in the United States since 


7 


price control has bcon put in. (Continues bricf): 

On January 30, 1942 the Congress of the United States 
passed and the President approved lcgislaticn known as The 
Energenecy Price Control Act under which was set up the office of 
Price administration with the authority and responsibility to 
establish maximum prices for any commodity. The accelerated 
coel demand following Pearl Herbor presented two problems: first, 
the establishing of maxinun prices at a level which would en- 
courage Maximum coal production from all mines and, sccond, the 
prevention of inflationary prises. accordingly on May 18, 1942 
under & regulation termod Maxinum Price Regulation No. 120 the 
Office of Price «dministration established maximum prices f.0.Dd. 
Mines for all mincs producing coal in the United States. In 
order thot there might be ag little confusion as possible in 
putting these prices into effect the Office of Pricc wdninistra= 
tion adopted the same classification lctters and size grouping 
numerals as werc then applicable in cffective mininun price 
schedulcs. The price szdministrator in issuing this first sche- 
duleé gave considoration to the prices of bituminous coal pre~ 
vailing between October lst and October 15th, 1941 and made 
adjustments for such relevant factors es he detcrmincd and 
deemcd to be of goneral applicability. 

Particular attention is directed to the fact that in the 
maintenance of maximum prices on coal throughout the last four 
years, the Office of Price Administration has maintained very 
strict control over profits, holding prices to a level which 
would equal on a district basis margins earned in the year 1942, 
on 15¢ per ton, whichever was the greatest. 

The first maximum price schedule issued for District No, 
1 which is cited simply for illustrative purposes, is as set 


orth in the following Table No. XXI. 
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TABLE NO. XXI 


Maximum Prices for District No. l+-Prices per Net Ton 
pan ted. Mines, Effective May 18, 1942 


SIZH GROUPS 


af é 3 4. +s) 
! Class A 3.35 3.20 5.20 2.90 2.75 
B 3.350 5-20 2.99 2.85 275 
C 5.20 5.15 2.90 2.75 A RS) 
D 3.10 2.90 280 B.70 a70 
E 5.05 | 2.80 2.80 2.60 2.60 
F 2.85 2480 280 2.90 00 
G 2.80 2.480 2460 2.50 2.00 
H 2.80 £80 2.55 2.50 2.30 


No changes have been made in permissible maximum prices 
except to reflect increased costs of production to the mines 
brought about by governmental approved wage increases or changes 
in working conditions. 

Table No. XXII following shows the increased meximun 
prices in effect on April 30, 1945 which were permitted to take 
Care of increascd production costs previously rcferred to. 

TABLE NO. XXII 


Maximum Prices for District No. l in Effect April (50-) 1945 
_rriees per Net Ton f.o.b. Mines 


ee ee a ee NO ee 


SIZE GROUPS 


Ns a ) 4, 5 

Class A 3.85 5.70 3.60 5.45 3.50 
B 5.60 3.70 3.00 5440 3-350 

C 3470 5.05 5.45 5.50 3-80 

D 3.60 5.40 5655 3020 ore <19) 

E 3699 5-59 3.39 3.15 3.15 

F 3090 3.35 3.39 5.05 5.05 

G 3-30 350 3.15 3.05 305 

H 5-30 5.50 3.10 R80 2.85 


On May 1, 1945, Director of Hconomic Stabilization, 
W. H. Davis approved a new wage contract dated April 11, 1945, 
Made between bituminous coal producers and the United Mine 
Workers of Amcrica and hc authorized the Office of Price Admin- 
istration to grant price increascs to cover increased costs 
occasioned thereby. 

The Office of Price Administration had no jurisdiction 
Over the resale price at which coal could be sold in Canada. 
Its control was limited to prices effective in the United States 
Canadian consumer to the full- 


ok as 


but it afforded protection to the 
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1640.210 of Maximum Priec Regulation No. 120, in part, as follows: 


"The maximum prices establishcod herein) apply to all 
Sales by a producer or a2 distributor ats. or for 
dclivery from, a minc or a preparation plant opcr- 
atcd as an adjunct of a minc or mincs to dcstinations 
in Continental United Statcs, the Torritorics of 
Alaska, and Haweii, the District of Columbia end the 
Dominion of Canada: Provided, howcver, that subject 
to such future regulation as may be appropriate, the 
maximum prices cstablishcod hercin Shall not apply to 
the resalc of Unitcd States bituminous coal by Cena- 
dian distributors who import such coal from the 
Unitcd Statcs into thc Dominion of Canada and rcsell 
it for consumption in the Dominion of Canada.” 


Thus, it will be observed that both in periods oiviree 
compctition where it wes necessary to establish minimum priccs 
end in poriods of high demand where it has been necessary to 
estrblish maximum priccs, thc bituminous coal industry has boon 
enabled by Unitcd Statcs governmental rcgulations to extend to 
its Canadian consunlicrs, the same consideration accordcd con~ 
Sumers in the United Statcs. 

BY MR. FRAWLEY: If I understand you, there is an‘excep-— 
tion in the case of, for instanec the Rochcster and Pittsburgh? 
They import coal and rescll it for consumption here. They 


would not be bound by that regulation? 


MR. MCELVANY: Oh, but the Rochester and Pittsburgh in 


ager — 


! 


the United States in sclling that coal tc the Rochester and, 
Pittsburgh (Canada) is bound by that regulation, thon after it 


ects into Canada your Wartime Priccs and Trade Board teke cere 


BY MR. FRAWLEY: Well, that's quite right. As long as 
we have somcthing comparable here, 

MR. McELVANY continucs bricf: 

There is appended to this bricft as Appendix "B" schedule 
Of maximum prices for each district (except No. 5) in Price area 
No. 1, cffective May, 1945. 

By a combination of the figures contained in Appendix pM 
With those contained in Tables X or XII and XIII (plus exchenge) 
Bo is possible to dctermine the cost of coal either f.a.e. (in 
self unlonders) Canadian receiving 


bulk freighters) or f.0.b. (in 
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arc illustretive of tho mannor 


Hamilton, 


on illustrative destination bc- 


cause it is a large rocciver of coal vie lakes. 


It reccives its coal from nearly all of the districts in 


Price Area No. 1 and it purchescs all types of coal, i.c. by- 


product, 
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Fairport Harbor, Ohio 


Via Sandusky, Ohio 
ie. Toledo, Ohio 
Table No. Bel 
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TABLE NO. XXIV 


Delivered costs, f.0.b. Dock, Hoamilvon, Ontario, of 2 = 3/4i 
Nae Goal Produccd in Various Districts in Price arca No. 1 


Price Net Freight 


Ton Loo Ratc & Vesscl Dld. 
Mines Dumping Exchange Ratc Gost 
Produging District Class (USF) (USF) Ce ee) (Cems Cn 
1 Contral Pa. F(1) Deoo(a) 1.65% b) oo? 400(6) 66,25 
&@ Western Pa. C(2) 6,49(d) 1.65(bd) ©PY wycs DSi( CH 6.29 
& Northern W. Va. F(3) 2.90) aesoth) 055 .60(g) 5.96 
4 Ohio-H. Ohic cla Oeli(in), 6245) 002 8=.58(e) 5.33 
6 West Va. Pan 
Handle so S S609) vln6Si os soe o%60{ 2) 5-86 

Meow low volatile A(4)° ~S,/stik) 2@.18(b) 66 vill} 7.33 
6 §. high volatile D(5) S.00(m) #2.00(b) wd ® coe 6.59 
(1) vie Buffelo, Now York (0) Lable No. XILI=2 

(a) vie Eric, Pennsylvania (ft) Table No. BS 

5) vie Fairport Harbor, ghic @) Table Now XLII=-D 

4) vie Sandusky, Ohio h) Table No. Be4 

fd)i vial. Toledo, Ohio (j) Table No. BS 

(a) Table No. Bel (k) Table No. Be6é 

(b) @able No. x (jo Tablet Nous eins 

(oc) fable No. XIII-F (m) Table No. Be? 

(d) Table No. Be2 


x sll mines in Hastcrn Ohio sub-district of District 4 (Ohio) 
take the seme classification 

xx «all mines in District 6 (West Virginie Pan Handle) teke theo 
Same clasgsitication 


TaBLE NO. XXV 


Delivered Costs f.0.b. Dock, Hamilton, Ontario of 2 x 4" Reg 
Coal Produced in Various Districts in Price ree No. 1 


EE a 


Price Net Freight Ves- 
Ton f.0.b. Rate & Ex~ sel DLs 
Mines Dumping chenge Rate Cost 
Producing Districts Class (USF) (USE) <“(65R, ) ie le 2a 
1 Central Pa, F(1) Se56(&) 1665(0) sor .5C(c}! apes 
2 Western Pe. G(2) S49 (deo L Obes 5%, obs (te) 6.29 
4 Northern We Va. ¥(S) A.98(2)" 65 (bees. Cia) 5.96 
4 Ohio-E. Ohio x(2)) ‘Sed (iso 621 be aoe eee eee ues 
6 West Ve. Pan : 
Hendle sexe } OO ie) 1.65 b) poe »60(8) 5,66 
7.S.low volatile G(4) 4.0L) 2.10 0) meee ee 
Pro.bieh volatile © K(5) Syed 1) 2.00 (Dy ee cera i 6,54 


(Reforonces as in Table No. XXIV) 
BY MR, FRaWLEY: That would be one particular sort of 
delivery or two, cither bulk freighter or self unloader? 
MR. McHLVuNY: Theat is correct, and alongside the vessel 
rate I give the reference to the plece where the rate can be 
found. 
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MR. MCRLVANY: Free alongside. In the bulk freighter I 
Side 

have figured the cost along/the unloading dock in Canade. Take 
the Stcel Company of Canefa; they have thcir own bridges where 
they can unload their coal with their own Gquipment. If you 
were bringing it into Toronto, whorc it is browenst, ini dm a. aeit 
unloader and unloaded beside the dock your price. would. Dew, aa). 
Toronto. 

BY COMMISSTON2 McLuURIN: F.a.s. freight applics to a 
20% Of commoditics, does it? 

MR. McCELVANY: Well, in any commodity that you arc sell- 
ing £.&.8., now wo are talking about an importing business, 
maybo we might talk about c.i.f., which is cargo, insurance and 
freight alongside tho destination dock. (Continues orier )s 

Some of the larger reccivers of coal at Hamilton (notably 
the Steel Company of Canada, Ltd., and the Hamilton By-Product 
Ovens, Ltd.) heve their ow unloading equipment on their re~ 
ceiving docks. This enables them to receive coal in bulk 
freighters, thus reducing the delivered costs under those shown 
fables Nog. XXIII. XXIV and Xx. 

ait Hamilton, as well as at other destinations in Gans 
wherc United Statcs bituminous coal is purchased, there are costs 
over and above thosc shown in the forcgoing tables. Among these 
costs arc items such as harbour dues, degradation of coal, dock 
handling, cx=dock frcight rates (when coal is reshipped inland 
duty, ctc. These costs are ell beyond the control of the United 
Stetcs bituminous coal producers. 

The coals choscn for illustrative purposes in the pre- 
Ceding tables (No. XXIII to XXV inclusive) represent typical 


4 


COals produccd in the various districts and are all selected bc- 
Gousc thcy rcopresent coals which move in considerable volume to 
Canadien destinations via the lake route, 

MR. McELVuNY: Now if the Commission pleases, I dont+ 


belicve it is nccessary to rend thet--From District 1 to 8. It 
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Class F coal and the prico scalc, end in Southcrn West * 
Vareinie 1 took a Class ¢ eoal, 

BY MR. FRAWLEY: You say you have given the reasons why 
you madc those selections? 

MRe MCELVaNY: Yes. I have gclected e diffcront class 
c0al in each one. of those districts, and those arc the rcesons 
why thet particuler coal was sclectcé. 

BY MR. PRaWLEY: snd they have been uscd in the tables? 

MR, McELVANY: They have becn used in the Teblos XXIII to 
XV. (Continucs brief); 

in District 1, Class F is representative of the coals 
which move in large tonnage volums to Canada. Most of the Goal 
moving from District 1 to Canada originatcs in the Reynoldsville 
sub-district end Class F is the highest clascitieationr im. cies 
sub-district on-steam and domestic coals, 

District 2, Class 0 was selected because that classifica- 
tion embodies coal which also moves to Ceneda in large volume. 
Class C represents high grade Youghiogheny - Westmoreland sub- 
district coals adaptable for by-product, stcam and domestic uses. 
It also represents wheat was known under minimum price regula 
tions as 2 "basc™ coal which was uscd by the Bituminous Coal 
Division in the co-ordination of minimum prices between districts. 

District 8s Class F was taken as @ typical coal because 
it represents the coal from which substantially all of the 
Canadian tonnage is drawn. Class F coals in Fairmont embrace 
what is known as Pittsburgh seam high sulphur coals ‘coals with 
Sulphur content of 1.35% or over) and as stated above is the 
Classification which supplies practically all the Canadian 
tonnage. 

District 4—-Hastern Ohio mines selected because those 
Mines shipped in 1943 over 92% of the total lake carga movement, 


These mines vroduce coal from the Pittsburgh Seam, locally 
4 a4 = 


+ Lane sO ana eee aed ae ines i he Hastern Ohio 
denominated as Ohio No. 8 coals and all mines in the E 0 


i ? Distri 4 toeke the same price classification 
Sub-@-ivision o£ District 4 teke the same price ion. 
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District 6--..11 mincs in this district produce coal from 
the Pi sabre sh seam and all mines take the same price classifi-~- 
cation, therefore the District pricc is usod, 

District 7--First for the reason that the majority of tho 
dake coal moving from District 7 is Pocahontas coal (67% of the 
District 7 lake movement in 1943 was from Pocahontas mines 1% 
was aceided to seleet a high grade Pocehontas coal for illustre- 
tive purpose for District 7. Then the mincos in the Pocahont 


No. 5 seam Were selectcd as being representative of high gered 


QO 


coals adaptable for. by-product, stcam or domcstic purposcs. sso, 
again these mincs represent oncs thet wore considered "base" 

coals by the Bituminous Coel Division. The fact that Digtrict 

¢ Mines do not carry the samc letter classifications in all 

Baz6s is the reason why Class © is used in Tables XXIII and xxv 
and Class . is used in Table XXIV. 

District &--It was a little more difficult to select a 
typical minc or classification for usc in District 8 duc to the 
large number of sub-divisions of this district which ship lake 
GCergo coal. The sclcction was made in this way: the Kenewhe sub- 
division cf District 8 is the one shipping the largest tonnage 
of lake coal (44% for the total Inke shipments in 1943 come from 
the Kanswhe sub-division); the largest shipments of lake coal . 
from the Kanewhe sub-division is from the Island Creck scam; it 
Be also @ well known fact that large quantities of Islend Cpeck 
Seam coal arc marketed in Canada; and again the Island Creek 

O2ls were one of the coals sélected by the Bituminous Coal 
Division as a “basc™ ecel for the establishment and co-ordina-= 
tion of minimun prices. Like the classification mcthoa followed 
for District 7, the seme classification letter is not used 
uniformly through ell sizes which eccounts for the fact that 


6 No. XXII, Class Diu Vette Gio. 


te 


Sees & is used in Tab. 


and Class K in Teble Noe XAV. 
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the competition of Fairmont coels (District No. 3) with coal 
produccd in the Dominion of Canada. From the stress laid wpon 
the Fairmont coral competition, the inference might be drawn 
improperly that these coals ere the dominant competitive factor 
presentcd by cxports of bituminous coal from the United Statcs,. 
From a tonnage volume standpoint, this is not the OA8SC. 

When the Bituminous Coal Division established the origi- 
Nal minimum prices, they selected the yoear 1937 as’ representing 
& norm.l yoar of coal distribution, and prices were cstablished 
to maintain that distribution pattern ag nearly as could be 
obtaincd. 

During the year 1937, out of a total of 311,488,000 tons 
produced in Price area No. 1, only 23,093,000 tons or 7.4% was 
PoOouced in District 3 (Fairmonty, Owt of this total, the rol— 
lowing tonnages moved to-Caneda: 

10,180 tons 


) 
) 53,193 tons 


vwnadian pee ee Rete OnG. Ue ne 

3 Oe £2600,e60L bons 
ce) 
a 


nadien National Railroad (v 
Canedi an Pacific Bee (all r 
Canadian Pacific Railway (via lake 
aN clegs and Ontario--industrail an 

eee) del.) _ 30,813 tons 


197,584 tons 


559,991 tons 
(1) Of this tonnage, only 1,160 tons was. in the siack 
size (3/4" x 0) the size apparently regarded as the 
most competitive with the Canadian coal. 
In addition to the above, District 6 (Pairmont) shipped 
& total of 1,580,335 tons to lower Leke Brie and Lake ontario 
ports for transshipment by water. 
Qf this letter figure, only 419,455 tons wes in the 
3/4n x QO slack size. We dco not have the complete distribution 
Of this lake tonnagg, but we do know that it is transshipped all 
Over the Great Lakes tc destinetions in both the United Statcs 
and Canade. Howsver, if we add this entire tonnage of 419,453 
tons to the 559,991 tons shown in the above tabulation, the 
total would amount to 979,444tons or only 8% of the total ton- 
nage imported for consumption in the Provinces of Quebec and 
Ontario during the year 1937. The fact of the matter is that 


excluding the Canadian National Railways and the Canadian Paci-~ 


rn 


Se ne, ‘sc entirely inthe ees 2 ri i 
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sizes) District 3 (Fairmont) is relatively unimportant as a 
supplicr of the Canadian market. (All of these figures as to 
1957 distribution are taken from the official compilations of 
the Bituminous Coal Division). 

With the return of normal conditions it is expected that 
costs of production will be appreciably reduced for several 
réasons, including the following: 

I. Return to a five (5) day weck thus climinating 

premium overtime pay now incurred on the sixth day. 
Il. Younger men will be returning to the mines thus 
cnabling replacements to be made of over-age employees. 
Iti. Availability of mechanical mining equipment will 
permit acceleratod progress in underground me chaniza- 
tLone 

Thus with an almost limitloss coal reserve in the United 
States, with large units efficicntly end economically operated, 
with continucd advancement in the installation of mechanica 
cleaning equipment to insure shipment of coal with high fuel 
efficiencies, with the United States bituminous producers al-~ 
ways ready and willing to teke care of those markets, in Canads 
normally served by them, and with adequate and efficient rail 
and water transportation evaileblc, the Canadian coal consumer 
Gan look forward to the future with the assurance that his coal 


requirement will be edcquatcly and cconomicelly met. 


© 0. MeMade oR ¥ 
1. There is an unlimited reserve of bituminous coal in 
the United States, assuring both United States and Canadian con 
sumcrs of a continuous source of supply. 
2. Adequate transportation facilities with ample cepa- 


city, both rail end leke, are available to insure prompt, effi- 
cicnt end cconomical movement of Canada's bituminous coal re- 
quirements from the Unitcad States at reasonable and non-discrim- 


inatory rates. 


3, Large mincs cquipped with mechanical loading and 
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Cleaning cquipment insure economical cost of production and the 
best clcoaning and sizing of coal that cen de secured. 

4. Substantially all of the bituminous coel cxported 
trom the United Statcs to Genada is produced in Price srca No. 1 
(in which is produced the highest quality coal in the United 
States) and moves to the Provinces of Quebec and Ontario. 

o. The bituminous coal industry of the United States 
normally supplies over forty (40) per cent of the bituminous 
coe.l consumption of the Dominion of Coanede and during the period 
of wartime stress has supplied eas much as sixty (60) per cent. 
foce Table No. I). 

6. During the war period, because a ine Or poOryuom on, 
Canada's bituminous coal imports has moved vie the Great Lakes. 
preference has becn accorded to Canada's requirements. 

7. Without the imports of Unitcd States bituminous coal 
during the war yoars, Canadian homes would not have been ade~ 
quately heated end Canadian industry would have been very 
seriously handicapped. 

BY COMMISSIONS MORRISON: «at thet point--I am very sorry; 
it is not any discourtesy to you~-I have to leave for the aftor-~ 
noone Iam very glad to have mct you. 

MR. McHLV.NY: Thank you. (Continucs brief): 

8, The bituminous coal industry of the United States 
stands ready in the futurc, as in the past, to supply that por 
tion of the Canadian market which normally draws its bituminous 


coal requirements from the United Statcs. 
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of 60.0. Mines in the United States, over 
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aé period of years, have closcly approximated the cost of pro- 

duction. Reduced costs in the post-war period brought about by 

Gliminetion of six day week, retirement of superannuated cmployees 

and increased use of underground mechanization will undoubtedly 

tend to reduce costs, resulting in cconomies which will inure to 
cas, a 
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which will covcr all itoms of cost and return a fair profit on 
our invcstment. 

10, Many items of eost, included in the present delivered 
price of United States coal peid by consumers in Canede are 
Canadian factors’ over which the United States coal producers have 


no control; ¢.g., duty, cxchange rates, harbour ducs, etc. <Any 


co 


reduction in these factors of cost will inure to the benefit of 


the Canadian coal consumers, 


dye oN Dad ee ive 


SCHEDULE OF MINIMUM PRICES 
SLEGetive October 1, 1942 


for ell Districts (except District No. 5) 
Golprising Price «area No. 1 


T BL NO . aol 


Minimum prices for District No. 1, Effective Oct. 1, 1942 


ote LE OR Care 


SiZi GROUPS 
ay ra 3} 4 5 
Class 4 2265 2.00 B00 2645 220 
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C Bed B45 Bet 2699 eats) 
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G- 600 fe BO Bead Old £600 
H » 30 Ge 20 220 2.10 200 
J 2.00 tooo 
K 200 L530 
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TuBLE NO. am2 


Minimum Prices for District No. 2, Bffective october 1, 1942 


PAU Ge sey Qwtb 


Diese GRMN rs 


200 2.50 2440 aie2O Reeoo daweo Eene0 (en20 Tories sous 
2645 e495 2.50 BeOD 6650 2650 2.15 2.15 2,05 2,95 
2440 6640 6.50 G00 2.25 2.25 2.10 2,10 2,00 1190 
2.35 Ae d0 2620 eee Peen0 §e.680 62505 92505 Ties tees 
2450 «30 A.20 wield EGedlo Repao P2600 S200 Sinema so 


2.09 2.05 belo: Lali. ioe 
2.00 200 


DSSCRIPTION OF SIZE GROUES 


pize Group 


1 
ra 
3 


aa 


IO O1 


Lump cool lerger than: 5" bottom size 
Lump coal larger than 2" but not exceeding 5" bottom sizc 
Double sereencd coal with a bottom sige larger than 2" 
Tump coal larger than 13" but not execeding 2" bottom sige 
Double sereened coal with a bottom size larger than 1" 
but not over 2", and a top size larger than 2" 
Lump coal with a bottom size 1" and smaller 
Double screened coal with a bottom size 12" and smaller, 
and a top size larger than at 
All double screened coal with a top size 2" and smaller 
Run of Mine and resultants larger than 2" x 0 
sereenings larger than 14" top but not exceeding 2" 
top size 
Screenings larger than $" but not exceeding 14" top size 
serscenings larger than 3/8" but not exceeding 2" top size 
screenings with a top size 3/8" and smaller 


TABLE NO. A=d 


Minimum Prices for District No. 3, Effective October 1, 1942 


Class 


Gj ey piv & 


Deh 2a GRO. em 
9) 6 


L a 3 4, fi 8 S: 10 
400" 2.00 8.600 2,60 2.45 €.45 2.90 “6.00 Se. eo aces 
Help <8, LD. GxbO0 + 2.40 'a2500 ~o.05> 1.90, 42520 0 eo ead 
By 6et0 2,05, 2,00982.00 62,00 2.400 Seo) oes 
Beto welu 2.00 “2.00 ~ 1,95 1.90" Ic0 TsO" 1.70) ano 
Be00 -6.00 1.95 1.99 “1590 23590) 2.970) a 2 by Oot 
He7D 4.95 2.90 1,90 ° 12686 1.95 Der 07 oe 
he90m £590) 12,85. As85° I,c0e Lye0y 1560, Soon ae ame oO 


DESCRIPTION OF SIZE GROUPS 


The size groups applicable on District No. 4 coals are 
the same as those applying on District No. & coals as 
shown under Table No. A-2, 
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TaBLE NO. An4 


Minium Prices for District No. 4, Effective oct. 1, 1942 
S20 GR OUP Ss 
a ra Ba) 4 5 6 fi 8 
Hastern Ohio Gx lo Gono. 2.08 “208 “B05 "elon tres pare) 
Cambridge Sst wees, 2.08 2,08 2103, 2.08. i.e dt 
Hocking 055 2.05 8.08 8.08 2.03 2.03 1,73 1.63 
Pomeroy Medd 2.085 2.08 8.08 2.03 8.03 1.7% 1.63 
Crooksville FianS Rel, B00, i208 we eOsi ma Os ars 1.63 
Jackson B00 £.05 8,08 2,08 2,05 s.028 i972 1.63 
Middle @olO° fal8 2.13 2415. B00 (SyOs. Ves aa. 
Lectonia Gel Gel® wea ke, Fes ROR Poe, raat. 7a 
DESCRIPTION OF SIZE GROUPS 

Size Group 

1 Lump coal larger than 5" 

ra Lump coal bottom size larger than 8" but not excecding 5% 

3 Lump and double screcncd coal bottom sizc larger than 14" 

but not execeding 2" 
4 Lump coal bottom size 14" and smaller 
Double screened coal bottom size 1" and smaller and top 
size larger than 2" 

5 411 double sereensd coal top size 2" and smaller 

6 Run of Mine and resultants larger than 2" x 0. 

4 sereenings larger than 2" but not excecding 2" top size 

8 serecnings top size 2" and smaller 


Class 


YHDPRQYrVvaAWe 


TABLE NO. A= 


Minimum grices for District No. 6, Hifcetive Oot. 1, 1942 


sl42 GROW Ww 

Be ra 3 4, Oo 6 7 8 
Mey ost 2.05 6.05 2.00 2.00. ine) aloo 
pee “e.00 1.696 1495 1.90 2.90 1,70, eco 


DESCRIPTION OF SIZE GROULS 


The size groups applicable on District No. 6 Goals 
are the same as those aoplying on District No. 4 coals, 
as shown under Table No. A=-4 


TABLE NO. A-6 


Minimum Prices for District: No. 7, Hifecetive Oct. 1, 1948 
(low volatile coal) _ 


= a re ae ee ae 


: a 
- io 


a a rr a ee 


ra o 4 z 
es 5000 6.80 2.45 2.45 3.00 2.35 2.20 2.15 2,410 
eof> 2.85 2.65 2.40 2.40 6,00 2.90 2b ge.10 saa 
2.65 2.75 2.55 2.55 2.85 2,90 2.25 2.10 2.05 2,00 
2.50 2.60 2.40 2.25 2.25 2.80 2,15 8,05 2,00 1,95 
fe40 2.55 2.655 2.20. “2.20: 6.70 2.007 eu eee 
Pee0 | 6.50 Le9S. oko ee 


die DOYS OO) ae 
1.85” .yeO re 
LsGO" 1.75 re 
L175” 1.10 tee 


= ia ! quem 


") sad seeeet teoo 

Was: Brigownxe fon a0 “3 mast adand og ty agtvtod “25 re 
Pe radé Coated erie astted 2a00 — “65 ale yop ‘hae rant 
ie S$ welbeooxo Pom au 
‘Shs ae. Dios rd és28 goatee: Isoa [SyiNS 

Woy bn» tra tinati See “ onde wotred Ipoo poroegee slant 

; "5S sagelit owimnd oste 
‘sot-Laeng Siu “Ag ade 48 ‘got {equ Hagoeioa ofdsiod: tin 

: onde 88 -pad? tegnal aipet ioe ot Sax oni id 

ante yot MS Aa aR O fou eed (CS Qiglt “aia APN SoGOE 
% ie L Sime ban "ete geet 2 aii 


| 
mA - OL, BARS 
: po «10> Puta LM 3 .08 Pesvaee wok euetee meee 

vies 3 v 080) & 2 24 

i. r -@ ae 5 B E 3 
oe Caik Overt = NO kaya abs OL & Ol. $ a 
Us.4. i «f Od «f i oft Chesil: » Beg L 0D.8 1045 

evi?) Gals eo ROMMEeeAS 


 dhdg.0 & 0M 4 fqiaee LG “0, vicagtlgga \aQeod. Sute od? 
atk Sy feabad me Skee 0ee ogeae ay ening, edz S38 
eed, -on FSA BY, a0bns, “ ode 85 


Goh ae DE RIRT 


Vaeee..) 980 ovsdootss :.f 0% jesatalg aot asoltd opm 
, eis Lago: Glisa toy wot) te oes 


- EES SS GS —= aes — lo 


ie eu Ob? ac tt 


Olek, Sie® |. Wre® © Sbuhe “OG 6e 2 Bb Beek 08.8. CS.8 00.8 

Ss : i: eR) CRS 89.5 2b.4 5 

Xp .S Shek Bho, Ble, Bled! SUR - 

Meds . a Tye GO, 8... Sa0R) BoB: is Jd eh’ QGeh 2 
: ive sz Y oe ° oe 7.8 ; a) 8: oe Se - OhaS: x o tad te sa 


Pie ie 5 ; Geet Gro Pea 
’ oe ee . 

Gies; Oe) Biad 

les a a ae ee Ae - 

ars Siok, oad . 

2 Py ried "Ge. [2 a 

* ~ Toa ‘ ae ‘ Pt 

wie oo i? s 


W. -4311- 4. Bs MeHlvany 


DESCRIPTION OF SIZE GROUPS 


1. Lump 
ae Keg 
4. Stove 
4. Nut 
Oo. Pea 
6. Sereencd Mine Run 
7. Straight Mine Run 
oF Sercening ss lergcr than 2" x 0 but not exces cding 15" x 0 
9, Sercenings larger than 3/90 x 0 but not execeding 2" x 0 
10. Sercenings 3/8" x O and smallor 
TaBLi NO. A~7 
Minimum Prices for District No. 8, Effective October LL, i942 
5 — __—(high volatile) 
ol 2 ot (GORA PS 
Class 1-2 3} 4, 5 6 7 8 9 10 
A Peete Ort0 2.70. 2.70. Bed 12.50 see ees 
B PO ee 4S) fe HOy Be OO. week waco. CeO tee 
C Preece Unie. 6400.4 ee, LySiaae ee 6, Doe 
D Peeliietivle ws 00.. £2.60 8.55. 2.80 wel 5 = 5, LO eee 
B Sel Gia 00D. Be Bsed eel 2205 2.35.5 ee 
F Menten. m0 2d). Get. 2ekO Saha cole 
G Pee eae, os40., ActdD. Bet Lele 2.00008 poe 
H Ge00' BetD 4.40 2.40 2.5 2.10. 1.95 1.90. 3.20 
J Bein iais B01 eO0. Broo 2.o0...2.00 2.15 
K Este pide. 6.00 2600 we O0 210 
L Bet OO) oO “Bend aU 2.00 
M Peo ecetOk S00 220..<e6510 00 
N Meee e280. Belo, 2aid « 2410 
@) Peeo gato lO 2,10. Be05 
rE fae Ma lO. 2,05 
Q Seid 4405 2.00 
R 2.10 
Class 16 Ly 18 19 20 al 2a 
A 2.60 2.00 Br oO onee rary 6, Beeld Bau 
B aoe 2.40 Bsco Bee0 Beko 210 2.05 
G Beou 240 Bee ae aS pelo PAPAS 2200 
D rene) areeys) Bebo rapa) 2205 2.00 Ie 
E 2.40 4250 Bel 2605 2.00 Dees 7.90 
F ea Oe Bed 2005 rate ta oe Pee 18s 
G Be 50 As OU 2400 ee eo Leow Leos 2,380 
H Beao0 Geld core 1.90 2.05 1.50 he 
J 220 OeL0 1290 tes sige ste) de Line 
K ae LD eS ae wre 1.30 Te fo F270 e620 
L a» LO AsV Hpests) EWES: bY ES 1,65 Lead 
M EeQe eco rails. tay T.0o 1.60 Leo 
N 2.00 1.90 haw ee) basis: paral @ 1,55 1.50 
0 Diet O Esco 1.60 Leds 8 taoo Lys) 8) 1.45 
P 1290 lreele) fare 518 1,50 P00 1.45 1.40 
Q eo Tate LBS ES 1,50 1.40 1,40 Leo 


DESCRIPTION OF SIZE GROUPS--DISTRICT NO. 8 
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1l=2 Lump and Block larger than 3! or. 
3 Lump: Larger than 2" but not execcding | 
top size larger than 3" but not exceeding 6", 


es 3 size larger than 3" but not execeding 4" 
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Size Group 


4 


Be 


Lump: larger than 2" but not execeding 2" 


kgs: top size lerger than 6", bottom size Larger than 2" 


but not cxeceding 3" 


Egg; top size lerger than 5" but not excecding 6", bot= 


tom size larger than 2" but not exceeding 5", top size 


larger than 6", bottom size 2" and smaller 


gg: top Size larger than 5" but not excecding 6", bot- 
tom size 2" and smaller, top size 3" but not exceedin 


oOo, bottom gize larger than 2" but not exceeding 3", 


agg: top size larger than 3" but not excecding 5%, bot 


tom size 2" and smeller 

Stove: top size larger than 2" but not excecding 3", 
bottom sizo 2" and gmaller 

Nut: top size larger than 1:" but not excceding 2", 

. bottom size larger than at 

puoker: top size 12" and smaller, bottom sizco gmallor 
than 12" 

Run of Mine 

Resultant or altered run of minc: larger than oft x 0 
but not exceeding 6"x 0; no coal gmallor than 3/8" x 
removed 

Dedustcd serconings: top size 2" and smallcr; bottom 
Sige Larger . than 100 mesh but not execeding 10 mesh 

Modified scrccnin.s: sercenings with top size not cx 
cocding 2", total consist containing at least 15% 
3/8" x 0 serecnings 

acrccnings: larger than 2" x 0 but not execeding 22x0 

serocnings: larger than 2" x 0 but not exeseding 29 = 0 

Sercenings: larger than 3/8" x 0 but not oxceeding £"x0 

fi tered Sereenings: Screcnings with top size not ex- 
cecding 2z" from which all of the 1"* to 14" top and 
1/8" to 3/9n bottom coal has been removed 

Serecenings: 3/8" x 0 and smaller 


APPENDIX B 


a ee 


schedule of Maximum Prices Effective May 1, 1945 for all 


Districts (exccpt District No. 5) Gomprising Price 


Arve NO. a 
TABLE Bel 


Moximum Prices for District No. 1, Effective May 1, 1945 


tr Se eee a re ee ee _ 


Us MDGS 2? one 


Prices por not ton L.oeb 


SIZE GROUPS 


ah ai ) 4 3 
A 4,03 Oso De Oe 0d 3248 
B 3298 Lee! 0.00 5.58 3.48 
C SB.0c Oeoo 5.638 548 5.48 
D Oeil $3.08 Deve Deto 34438 
E Oetd 3.05 Soo 3900 Odd 
F Oeoo Dv0d Geo Deno Deed 
G 3248 3.48 BYOO Demo Deed 
H 3648 b.48 Ssao aye Yo) S205 


Description of size groups is shown under Table Al 
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T..BLE B-2 


Maximum Prices for District No. 2, Effective May 1, 1945 
sricos per net ton £50.bs mines. 


SEIZE GROUPS 
1 3 ee, 5 
Class 4 ee oe! 5.49 3.59 5.14 Seve 
B 5264 | 5.49 reer) 5.14 age ES 
G 5.64 5.49 Seog 5.14 2494 
D 5.49 $59 Deag 35.09 2284 
E 5.49 ie ao 2.09 rae) eet 
ry ieee ae: 5.04 2.89 2.74 
G 3024 3.14 3.04 2.84 eens) 
H 5224 3.09 Seue 274 2264 
i — be24 2.89 APE, 2.74 2264 
Bize Group 1 - Lump and Egg Coal 


2. - Double screened coal, bottom size 2" and smallor. 

3 - Mine Run Ccal 

4 - Screenings larger than 2" x O and not exceeding 2"x0 
5 


- Screenings $3" x 0 and smaller. 


TABLE B-3 


Maximum Prices for District No. 3, Effective May 1, 1945 
Prices per net ton f.o.b. mines. 


Si tO ee 


<e Be ae es ee 
Class: a 4.08 SOG 3.48 On oo Geno 
D and E 3.08 LOS oe9o Baeeg Beco 

i 2098 PRS EPS ee) rate Sebo 

G CAPS. aps!) Bevo Bee 2288 

H eGo PAR oS) Aa. Dao peo 

I 2685 Bs0o Behe eeoo eoo 


Size Group 1 - Lump and Egg Coal 
& ~- Doublo screoned coal, bottom size 2" and smaller. 
3 = Mine Run Coal 
4 - Screenings larger than 2" x 0 and not exceeding 2x0, 


5 = Screenings =" x 0 and smaller. 
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TABLE B-4 


Maximum Pricos for District No. 4, Effective May 1, 1945. 
Prices per not ton. f.0.b, mines 


SU gto CRO Ur se 

ae yee 3 A ps 
astern Ohio 5.51 One 2.96 Pera oy one 
Cambridge aieoul Oeil 2296 ee Gaok 
Bergholz Sy 5L oe angle pare fi 2266 
Middle S608 JieOO Oa LO ieee b-66 
Hocking Seok SAIS el eo SyEOLe 2496 
Crooksville $251 Seok ives MB Gk rary (ee 
Jackson Oe tl 3b, 41 Oy LL Boo Sg 
Pomeroy Deo See Oe ee PAE Bor 


Size Group 1 - Lump coal 2" and larger. 
eo = Lump coal undér 2" = AlL double Screened coal, 


oO = Mine Run. 


BQN 


4 - Screenings larger than 2" x O and not exceeding 2"x0. 


Screenings £#" x O and smaller. 


on 
Ly 
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TABLE B-5 


Maximum Prices for District No. 6, Effective May 1, 1945 
Pyices porinet tom 1.0.b. mines. 


411 mines 5254 3.09 5.04 £469 


Size Group 1 - Lump and double screened coal, bottom size larger 
imetsyaumray 


2 - Lump and double screened coal, bottom size 2" and 
smaller. 


3 = Mine Run 


4 - Screenings 2" x O and smaller. 
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Size 


Ss, ~4312(c)- fi. B. McElvany 
TABLE. B~6 
Maximum Prices for District No. 7 (low volatile) Effective May 1, 
Prices per net ton fso.b. mines. 1945. 
SiZh Gpet ge 
2S ae ee & SO. yen sree 1s Coe si megs 10. 


4.61 4,71 4.36 5.81 Sell 4.06 2.76 5.46 3.42 5656 
a.ol 4,51 4.26 3.66 S51 4,06°%5.76 9.46 S.Al 5.56 
TTA 4,31 4.26 5.66 Orol 4.0L °%.46 > 6.41 G.3e Oe OL 
4.06 4.16 4.06 3.66 Oeol 4.05 713.46 geo. Seon 3 

4.06 4.11 4,01 3.61 4.26 3.81: 4.51 3.26 dea] 
4.06 4,11 4.26 3.21 5.16 


Group 1 - lump 


2 ~ Ege 
Ke) 

4 —~ Nut 
5 

6 - Screened Mine Run 

7 - Straight Mine Run 

8 - Screenings larger than #" x O but not exceeding 14" x 0. 


9 - Soreenings larger than 3/8" x 0 but not, exceeding =" x 0, 


10 - Screenings 3/8" x O and smaller. 
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TABLE NO, B.7 
Maximum Pr ces for District No. 8 (High-Volatile) Effective May 1, 
1945, 
Prices per net ton f.0.b. nines. 
See ae: GROUPS 
Class L bet 3 x 5 6 t 8 

is 4.50 4.50 4.50 4,30 4.10 5.85 2.00 3250 
B 4.50 4.25 4.25 4.05 5385 5.60 3.40 323d 
C 4.30 4.10 4.10 Oe 95 5.85 3.60 5.40 3.55 
D 4.20 4.10 4.10 ech s, Ow80 5.60 3.40 Ceo 
d 4.10 4.00 4.90 5.85 5.85 5250 5.35 5.50 
B 4.00 3695 5.85 Deo 3.70 5.55 3.355 53250 
G 4.00 3.90 5.75 5.75 5260 5.50 5230 5025 
i orcas oe 20 Seto. Hero 3.60 2.50 3.30 3.20 
J 5.90 3.85 Seto oeto 3.60 5.50 5.350 5.15 
K 5.80 ie ed 3.65 5.65 3.60 3.50 S25 3210 
L 5.65 3.65 35.60 5-60 3.55 3.55 Dead 3.10 
M 3.65 3.65 5.60 3.60 5.35 3.50 5e20 el iO 
N 5.65 3.65 5.60 5.60 5205 5.50 3.20 
0 3645 365d 52<0 5.40 3e2d 3.15 5.10 
3.45 3.40 5255 555 5.20 5.15 oe ae) 


SIZE __ GROUPS 


15 
| 16 20 
Class Re Oy ae a pee ple ore oe ae 
f, SAO = 2.20 3.20 5.20 S20 3.15 5.00 
B baer’ See5 Boo B.P0 3.20 Bb 2.95 
C 3.30 3.85 3.15 B15 S15 S15 2.95 
D 3.30 3,85 3.15 3.15 3.15 3.15 2.90 
_ Beco wl Stes 3.15 3 AO 3.05 3.05 aris © 
i Bye 7/83 £60 Be 0) 3.10 3.05 3.05 2.75 
G S15 88.60 Ey ane Gaile 3.00 2.95 Tels 
a BELO) (2 B55 3.10 3.00 2.95 2.60 
J 3.05 3.55 3.10 3.00 2.95 2.60 
K 3.05 3.55 3.00 2.95 2.95 2.55 
L 3.55 3.00 2.95 2.95 2.55 
Ml G25 2.80 on 75 2.70 Sa05 
N 2280 2.75 2.70 2.45 
0 2.80 Pars 2276 2.20 
ze 2.80 2.75 242 0 2.20 


Size Group 
1 - All single screened block, bottom size larger than 5". 


& - 411 single-screened lump, bottom size larger than Ons a 
not exceeding 5", 


411 double-screened egg coals, top size larger than 6" and 
bottom size larger than 3", but not exceeding 4", 


411 double-screened coals, top sizo 5" and larger, and 
bottom size larger than 4". 
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. -4312(0)- 4. Be. McHlvany 
Sizo Group 
S$ - «11 single-scrooned lump, bottom size larger than 2", but not 


mS 


10 


15 
16 


17 


18 


exceeding 3". 


311 doublo-=serconca egg coals, top size larger than oa De 
not cxcecding 6", and bottom size larger than 3", but 
not exccoding 4", 


sll singlo-scrconed lump, botton sizo larger than 2", but 
not excoeding 2", 


ull doublo sercenod ogg coals, ton sizo largor than 6", and 
bottom sizo larger than 2", but not oxcecding 3", 


ull doublc-sereened egg conls, top size larger than 5 bas 
not exceeding 6", and bottom size largor than B72 Oe 
not oxceeding 3", and top size larger than 6", and 
bottom size 2" and smallor. 


all double screoned ogg coals, top size larger than 5", but 
not oxceeding 6", and bottom size 2" and smaller, and 
top sizo 5" ond largor, but not excecding 5”. And pot vor 
Size larger than 2", but not oxceeding 3", 


All doublo-sercened egg coals, top size larger than 3", but 
not excecding 5" and bottom size 2" and snaller, 


wll double-sereoned stove coals, top Size larger than 2", but 
not exceeding 3", and bottom size 2" and smaller. 


4il double screened nut coals, top size larger than ee wah ks 
not exceeding 2", and bottom size smaller than 2", 

ull double screened stoker coals, top size not oxcecding 14", 
and bottom size less than 12". 


Sereen run of mine, bottom sizo 2" or smaller. 
brraient mun of mine. 


altcrod run of mine (straight run of mine from which any 
intermediate size has been removed, but no coal smaller 
than $/8" shall be renovod). 


Resultant run of mine larger than 6" x 0. 


alterel resultant run of mine (straight resultant run of mine 
larger than 6" x 0 from which any intermediate size had 
been removec, but no coal smaller than 3/8" shall be 
removed). 


Straight resultant run of mine (larger than 23" x Q0, but 
Wot. oxeeoding 6" x 0). 


mitered resultant run of mins (straight resultant run of mine 
largor than 22" x 0, but not excecding 6" x 0 from which 
any intornmediate size has boen removed, but no coal 
smaller than 3/8" shall be-renoved). 


Dedusted screenings, top size 2" and smaller and bottom size 
larger than 100 mesh, but not excecding 10 mesh. 


Modified screenings (top size not exceeding 2" total consist 
containing not less than 15% 3/8" x O screenings). 
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arger than 2" x 0, but not exceeding 


Sercenings larger than 3/4" x 0, but not exceeding 
ON 
aaa elon © 


Sercenings larger than 3/8" x 0, but not excecding 
Se” x Os 
altered scrconings (top size not oxcocding 22" fron 


which all of the 1" to 13" top and 1/8" to 3/8" 
bottom coal has been ronmoved), 


Screonings 3/8" x O and smaller. 
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MR. McELVANY sworn by the Chairmen, who added: "tho 


information that you may give us of which you have not personel 


knowledge will be information in which you have confidence. 


The opinions you express will be besed on proper evidence," 


HMAMINED BY Mr. Frawley: 


Q Going to pages 9 and 10 and comparing those average costs 


A 


Hess 


with average realization, I just want to be sure that I 


understand. Now take in Table 3 in District No. 8 in 1940 


the weighted average cost was $1.90? 

That is correct. 

and in 1940 in District No. 8 the average realization was 
$is077 

That is correct, sir. 

Now what does that mcan? 

That means that on all the coal produced down there the 
average realization was 3 cents less than cost. 

That is that the realization to Company & was very likely 
over cost and the realization to Company X wes probably under 
cost? 

that is true, sir, and is the average realization of the 
80,000,000 tons of coal produccd in that district by all 

of the companies. 

Coming then to the third table and that is the maximum prices. 
I am not quite able to follow it. Could you relate those 
two figures to something in Table 5, or is that possible? 
Well now, we will have to go back to District No. 1 on that, 
Wheat I should do to go right there is not take District 8 
but take District 1? 

That is the District 1 price in 1940, The average cost of 
productionin District 1 was $2.14. Now the average realiza- 
tion was $2,09. 

Then let's get the maximum price. 

When you are taking 1940 you are taking the year in which 


maximum prices wore established, oh October 1, 1940, so that 
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average realization included part of the period of the yoar 
when maximum prices were not cffective and the period from 
October 1 on when meximum prices werc cffective. 

Q Perhaps we will take the first complete year, because I want 
to relate the three tables, 

A sll right, take 1941. In 1941 the cost of production or ail 
the coal produced in District No. 1 was $2.32. The avorage 
realization was $2.54. Now that avcrage realization was 
obtained by thc coal produccrs in District No. 1 selling 
their coal, not under the prices sot out in Table No. Ads 
that was thc maximum price which was in effect in District 
No. 1 during the ycar 1940, and it was the application of the 
prices in Table No. 5 which brought about the realization of 
2e54 shown in Table No. 4. 

Q@ «and Table 4 gimply tells us the maximum prices for District 
2 20r thes period for all of the glasses of céala in alt oF 
the sizes? 

Poesy 15 GoOrrect, sir, 

Q Now you will excuse me, I am sure, Mr. McHlvany, for asking 
you something about the possibility of a new Guffey act. Is 
it so that 70 percent of the bituminous coal producers favor 
legislation controlling the coal industry? 

4 ‘hat is true, sir. 

BY COMMISSIONSR McLaURIN: How was that determined? 

& It was determined by the fact that when the Bituminous Coal 
ict was up for consideration before our Congress the com 
mittes which was appointed made a survey of bituminous coal 
producers in the United States and asked them to signify to 
the committees whether or not they favored re-enactment of 
the Bituminous Coal act, 

Q That is a Congressional committee counted heads? 

4 No, this wes a committee of coal operators favoring re=- 
enactment of the act made this independent survey themselves, 


presented before Congress. 
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BY MR. FRAWLEY: 
Q here is no uncertainty about this figure? 


4 No, the figure was used before the House Comnittes hearing 
and 70 per cent of the commercial production of the country 
favored the re-enactment of the Act, 

@ In other words, it is not 70 per cent of the operetors, it 
is 70" per cent of the tonnage? 

& Thet is truc. 

Q@ «and it is also true thet 70 per cent of the United Minc Workers 
ravored it? 

&% Theat is true. 

Q And is it true that the Truman Administration is on record 
as favoring some form of control? 

& It was in the Democratic platform. 


Q So most of the factors do point to some form of regulatory 


& Well, thet is my individual judgment, Mr. Frawley. 

BY COMMISSIONUR McLaURIN: Phere is 6 Ciiterence: of Opies 
Opinion amongst the very people that are signatorics to 
this brief? 

A Mr. Commissioner, the bituminous coal industry in the United 
States hes never been noted for complete unenimity of views. 

BY MR. FRaWLEY: We were told by one of the biggest producers 
that they were anxiously or impatiently awaiting re-cnact= 
ment of the Guffey act, so I think it is important to get 
before the Commissioners how you interpret the trend of 
Opinion in the United States, 

#& There is no doubt in my mind. 

Q Now the Chairman asked you about the percentage of prepared 
coal that igs exported from the United States? 

A He esked mo about the percentage of prepared coal that igs 
mechanically cleaned. That is a figure that I would have no 


method of computing. 


- ae P ere 
t a : pa ws 
Me) : mi - <o 


“epost Fire) Bb say eivetiapita cinaii ants eat ours’ et ‘ak | 
; 4 ras ee) ‘FhGaHiion ro. mi? ecioe sasowst A 
: ‘ ae: . ‘amoeba la. sEvonooned oat at aunt st a 
pio eakeyor- to weit eos ot dafor’ ob exotnst en) Xo ror 08 

} Tuotente ryan 
Spbiwet: aa toombsit: Eanhtvibak wm 6b dati Pol i 
edn Aib- OY sient bites i at So Ui | 
TD Bisnis x hall edd or gaisd 3B Bes asad rage store ; 
Lee to tard eR eed Aie- elyeog- [rar oy abasoinis no tetga 
; Proine whit: 


+ 


Bind Bn dats: “42. du ave pea “ky te" ait b teat od) ota Ds nub tee kau aoa 


——— 


gameiv- 6: ytbanzant: opeige: id <n pison geod raven ais gotete: 
Wthenberg damp ke ene te oad ye “pie uae? ew 23 ae A 08 Ha 
mtpinroner URE ae qitaitsigs Le kG. “te sna botite’ alae “itt bot 
he oe dgnta on wie ae oL- ee 7 oe atte wetiet oie ro tow 

. 2s be aay oui seeinesa: OE MOH ‘pions teatimby “quid omte 


— 


: 
: 


pobaee nesta ont itt subeige 


pahe yor 1}, Qdwoh on “sl sont 


Reig Seotie . e ‘eicteay nae eyod si 42% bougn atest” edd wok a 
| tant peg dediny ess mont bobtomgey af sat oe 

et: 5 ee Loop bexaqaig Bs agar ‘nestor “Mit Ssiods “aus bidies of - 
Sa mt BSsia J nh ella est ts uP ,benagte ylitsvtanivea! 
ve Hathikinoo Le, bod ot 


- 
. 
° 


oe or. te ili aa 


- - 


W 


ds 


~4512(j)- io 3B. Meiivany 


The reason I put that to you is that we were told, cither 
publicly or otherwisc, that most of the coal with which our 
largest Canadian producer has to compete, most of the smori- 
can coal, came into Canada -..cleancd, and therefore it was 

& question as to whether this Canadian producer should be 
expected to put in mechanical cloaning equipment. 1 would 
like to have your observations on that proposition. 

Of course by far the preponderance of bituminous coal thet 
comes from the United States into Ganada is not what we would 
call domestic coal. While there is large quantities, the 
bulk of the coal imported into Canada is for industrial usc, 
which is what wo denominate the steam sizes. Thet will por 
haps be mine run coal or ea nut coal or a slack coal, or 
perhaps if the industry is equipped with stoker equipment it 
may be in what we call a nut or pea size. Now to make any 
accurate approximation of the amount of that foal that is 
cleancd, it is almost impossible to determine. I Gan say 
this, that no figurcs have cver becn published giving that 
information, but to the cxtent that the producers who sell 
coal in Canada have cleaning equipment, the coal coming into 
Canade. from these preducers would be cleancd, just the same ag 


eval solng’ toe consumer in the United Staves 


BY THE CHAIRMAN: I didn't notice whether you gave them or not, 


A 


Have you any figures indicating the proportion of coals com~- 
ing in: thet is, whethcr it is steam coal or domestie coal 

or metallurgical? 

Woll now, I haven't put the figures into the record for that 
ead the last year for which we have those complete figures 

Of movement of coal by sizes is in the year 1957, which was 

the year the Bituminous Coal Division took as a typical year. 
I would be glad to go back and go over those records of the 
Bituminous Coz2zl Division and furnish your Commission to the 
best of my ability with a statcment of the sizes in which 


coel moved into Canada from the United States. Now of course 
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I can only do that as far as rail coal was concerncd. We 

don't have a complete breakdown by sizes of movement of lake 
cargo coal, and I am not surc whether it would be helpful to 
you, becausc so much of your coal moves in by the lake cargo 


route. 


BY THs CHAIRMAN: The reason I raised the question at all was 


PS 


tam informed by a gentleman who was in the tmitca Statcs not 
long ago that practically 6very ton imported from the United 
States for domestic purposes was cleaned coal at the mines. 

I would have nothing on which ts base e contradiction of 


thet statoment. 


BY MR. FRAWLEY: Would questions directed to each of the compen= 


ILE: 
i¢s on your brief obtain that information for us? 

Well, as to the companies on this brief, first of all let ne 
Say for my own company, the Rochester & Pittsburgh Goal 
Company, the extent that we put that type of coal into Canada 
it is all mechanically cleaned. I know from my own experi- 
ence that the coal which the pittsourgh Coal Company would 
put in here would be mechanically cleaned. I would say the 
Same thing for Consolidation Coal Company, Hanna Company, 

for certain of the coal produced by the North american Coal 
Corporation, and for certain of the coal produced by Valley 
Camp Coal Company. 

Well, let me ask you this then; You know most about the 
business of Rochester and Pittsburgh. What would you say 
about the industrial coal which that company puts on the 
docks at Montreal and Toronto? How much of it would you 

say, even approximately, has been through mechanical clean- 
ing equipment? 

Let me break it down in three ways: First of all, the by-~ 
product, special purpose coal which we send to Canada, all 
of which is mechanically cleaned. Of the coal which we send 
to Canada, what we denominate domestic use, I would say 80 
per cent of that is mechanically cleaned; of our industrial 


GOal perhe»vs 60 per cent. Now those are rough approximations. 
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BY COMMISSIONER McLAURIN: That is what you put on your docks 


fi 


here in Canada? 


Yes sir, all our produced coal. 


BY MR. FRAWLEY: I would like to follow that up. What are the 


re 


A 


underlying reasons for that 60 and 40 yer cent? 
Well, it is just this, that we ship coal from different mines 
for different purposes. All of the mines of the Rochester 

. 
and Pittsburgh Coal Company do not have mechanical cleaning 
equipment at the mines. 
And that is because you do not find that that ig necessary? 
No, we would have had it; the war interfered. One hundred 
per cent of coal shipped by Rochester and Pittsburgh to 
Canada, as soon as we can get the equipment, will be mechani-~ 
cally cleaned. 
SO that the reason that only 60 por cent is cleaned that 
comes in now is not because you think competition over here 
does not demand it, you are now telling us that your company 
was altered in its plans because of the war? 
Yes, it is our intention to give all our customers the high- 


est grade coal as quickly as we can get around to it. 
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BY MR. FRALEY - Thero is one more important bituminous bricf 
and I think I will continue with that, and thon call the 
anthracite poople, although it may bo tomorrow morning before I 
Oi able to do that. 
PRL cL 5, = Brief on behalf of United States Coal 
Producing District Number 8, presented 


by RK. E. Howo, Prosident, Appalachian 
Coals, Incorporatod. 


MR. R. E. HOWE thon road Exhibit 215, as follows; 

My name is R. E. Howe. I live at Cincinnati, Ohio, 
U.5.i, IT am President of Appalachian Coals, Incorporated, with 
offices in the Transportation Building, 307 E. Fourth Street, 
eeooinnati, Ohio. appalachian Coals, Incorporated, is a 
marketing agency selling approximately 32 million tons of nhiga- 
volatile bituminous coal annually. aCI's tonnage is distributod 
on the approximate basis of 37% for domestic use and 63% for 
various types of industrial application. The 37% of domestic 
use coal moves 71% all-rail and 29% via lakes; the 63% of 
industrial use coal moves 82% all-rail and 18% via lakes. This 
coal is producod entiroly in what is known as District Nunber 8, 

District No. 8 is made up of eight producing sub-« 
districts in the Southern High-Volatile Coal Fiolds. Thess sub- 
districts are known 2s the Kanawha, Logan and Villiamson in 
southern West Virginia; Big Sandy-Hlkhorn, Harlan, and Hazard in 
sastern Kentucky: Southern 4ppalachian in Eastern Tennessee: 
Sirezinia, comprising the coal producing countios of southwestern 
Piceinia., A map showing the outlines of the district and sub- 
districts, as well as certain othor information, is submitted 
ferewith and is marked Exhibit "A", 
BY COMMISSIONER McLAURIN = District 8 is outlined in yellow? 
Pe ‘Yes. 
UR. HOWE continues brief. 

District No. 6 is the largest bituminous coal producing 


district in the United states, and in 1944 produced Loe, 777 00G tons, 
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or 20f of tho entire 620 million tons ninod in the Unitoa states. 
The growth of this district's productive ability is demonstrated 
by the following tabulation showing output by years from 1937 to 


1944, inclusive: 


YEAR DONS 

1938 91,874,000 
1938 74,487,000 
1939 84,210,000 
1940 97 696, 000 
1941 108,505,000 
1948 121,510,000 
1943 122,015,000 
1944 124,777 000 


Tt will be noted that District No. 8 in 1944 increased 
its production over 1939, which was the last year unaffected by 
the war in Europe, by 48%. The United States as a whole increased 
its production by 57% during the same period of time. These 
increases show the reliability and dependability of bituminous coal 
production in the United States under any emergency. 

The vast expansion of production in District No. 8, and 
in the United States as a whole, was accomplished practically by 
existing mines, financed by private capital and entirely without 
government subsidies or assistance of any kind. Because of the 
vast undeveloped reserves in District No. 8 there is no geographical 
limitation on furthor incrcases in production. 

The production record of District No. 8 during the war 
years was made despite 2 steadily decreasing labor supply due to 
the oxigencies of war. This was largely made possible through 
increases in that proportion of production coming from mecaanizced 
Mining. The trend toward additional mochanized production is still 
continuing, resulting in lowor costs than would otherwise result, 

The record of selling prices shows that roductions in 
the production costs of the coal mines of the United States have 
Deen largely sassed on to tho consuming public. “ree competition 
betwoen mincs and botweon districts and botween coal and other 
fuels will always be sufficiont incentive to continue the trend 
towards incereasod economy to tho consumer through increased efficiency 


in mining ana preparation. 
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Wages paid the miners today in District No. 8 compare 
most favorably with any other industry within the states in which 
our mines are located. Indeed, the avorage hourly rate is the 
highest of any major labor group in the states comprising 
Pretyict Now 8 The standard of living in the mining communities 
is mich higher. Good roads and automobiles have brought mining 
commnities much closer to larger citics and towns. Prices, 
quality of merchandise, and merchandising methods in company 
stores today compare very favorably with similar merchandising 
establishments in mch larger cities and towns outside of the 
mining districts. Good schools, churches, recreation centres, 
athletics, and highly developed charac tor-building organizations 
such as the YMs, YWCu, Boy Scouts, Girl Scouts, Campfire Girls, 
etc., offer all the advantages to young people in the mining 
communities which they can enjoy elsewhere. Bettor homes, 
Petter schools, bettor churches, and higher wages all have 
combined to bring about better living conditions, and a higher 


Standard of living for the miner in District No. 8. 


BY THE CHAIRMZN  -~ How are the miners paid, by production or 
per diem? 

4. Loaders are often paid by the ton. The datal men are paid by 
the day or hour. Some loaders are paid by the day also, where 


it is mechanized loading. 


4. In mechanized mining they are paid by the day? 


In excess of 100 indiridnally dasterst-4 g>9me oF 
Coal lie within District No. 8, and these seams contain estimated 
Tesorves of 250 billion tons of high volatilo bituminous coal --. 
Butficient for 2,000 years. 

There are within the district approximately 600 rail 
Mines which are opcrated by some 350 companies. The mines of 
District No. 8 employ some 85,000 miners. Their annual outout is 


approximately 1,500 tons per man. Their daily output averages 
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six tons per man. 95% of the coal produced by these companies is 
machine mined, and some 50% of it igs mechanically loaded. with 
resultant savings in cost. 

95% of the production of tho district is mechanically 
screened and prepared for the markot with the latest and most 
versatile types of preparation equinment. The preparation of 
these coals has developed to a high standard of cleaning and of 
precision sizing. So proficient, in fact, have become these 
processes that tho high-grado coals of district No. 8 may be said 
to be truly "manufactured products". These coals are "fitted" to 
the job they are to do in the plant they are to serve. Intelligent 
Selling and officient onginecring assure consumers that the proper 
types, aS well as the proper Sizes of coal are applied to the job 
at hand. This fact assures efficient and effective utilization. 

So elaborate are some of the preparation plants that their costs 
now far oxceed the original investment in tho mine proper. aS a 
result, the inhercnt qualities of the product are furthor enhanced 
or improved for cconomical consumption in many diversified uses. 
The coal seams of district No. 8 aro acknowledged 
by the trade to contain the most Satisfactory quality of high- 
volatile bituminous coal in the United states, Their versatility 
as to use is demonstrated by their great demand for domestic, 
Steam, by-product, chemical processing, and other special application 
Research for other uses is being aggressively pursued by the industry 
On a percentage basis, the following tabulation Lists 
Some of the major uses for District No. 8 coal during 1944+ the 


typo of haul is also shown: 


ATL RATE TIDE LAKE TOTAL 
By~product 12.2% 2.8% 6.7% 21.6% 
Railroad Fuel 14, 8% 0.2% 15.0% 
Utilities 7.3% ; 7.3% 
General Industrial 17.4% 1.8% 6.5% 25 1% 
Domestic 22.0% 6.6% 28.7% 
Government ee TH se eee 


TOTAL 75.4% 4.6% 20.0% 100.0% 
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The firm structure of District No. 8 coals withstands 
rough handling in transportation by rail and by Wake. Thus, the 
block, lump, and double-scrceened sizes arg transported to destina- 
tion with a minimum of degredation. 

The quick-igniting as woll as long-burning qualities 
of the domestic sizes mako then especlally desirable to regions 
which have severo climatic conditions, whether thoy bo hand fired 
er mechanically fired. 

The most acceptable household stoker coals in the 
Vestern Homisphere are produced in District No. 8. Because of 
their high quality and precision Sizing, their use results in 
complete customor satisfaction, 

For industrial Purposes, whother hand or mechanically 
fired, District No. 8 coals are likewise eminently satisfactory 
and economical to use, because of their low ash, low sulpnher, high 
b.t.u. content, and wide range of ash softening temperatures. 

Coke made from these coals for both by-product and domestic use 
is recognizcd as the most Satisfactory available. . The chemical 
industry of both the States and of the Dominion is a large user 
of these coals in primary chemical processes. The use for this 
purpose is greatly on the increase. The yield in gas production 
from these coals is also quite profitable. 

There is no economical substitute for these high. 
quality coals. In fact, any attempt to substitute coals of lesser 
quality would raise insurmountable difficulties in many existing 
heating and power plants where the equipment has been designed for 
use of high-grade coals or where age of the plant or over-loading 
now requires high-grade coals. These conditions are widely 
prevalent in the Dominion of Canada as well as in the United states, 
and any attempt to force consumers to uSe coals of lesser quality 
will inevitably result in saddling a tremendous investment on a 
6reat many coal consumers. This investment might be so great ag 
to justify the conversion of the plant to other fuels, which would 


lose the business for coal altogethor. 
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While it is always dosirable to design plants to burn 
the widest possible range of coals available at the point of 
consumption, it is also well recognized by competont enginecrs 
that a considerably lower initial investment in plant and equipment 
will obtain higher efficiencies with high-grade coals than that 
required to burn coals of a wide range of quality. Even plants 
originally designed to burn lower-quality coals often find it 
more economical to burn high-grade coals except where the dclivered 
prices are entirely out of line because of oxoessive transportation 
chargos. On the same prinoiplc, many plants find that over-all 
savings supposedly effected through the use of lower-grade coals 
with lower-delivered prices are often deociving when the rolative 
use values are accurately detormined, 

sccording to the Ore and Coal Exchange, a total of 
25,722,114 tons of District No. 8 coal were shipped via the Great 
Lakes to United States and Canadian points in 1944, Total United 
States trans-lake Shipments during the same year amounted to 
55,491,459 tons. District No. 8's shipments,therefore, amounted 
to 46.4% of this total. 

In 1944 Canada imported 24,513,527 tons of bituminous 
coal. Of this total District No. 8 shipped by rail movement 
approximately 453,000 tons, and by trans-lake 4,715,000 tons. 
Therefore, District No. 8 shipped to Canada during 1944 a total 
of approximately 5,150,000 tons of bituminous coal. Percentage-wise, 
these Canadian shipments from District No. 8 represent 4% of the 
district's total output; 20% of the district's total lake movement ; 
and approximately 20% of the bituminous coal imported by Canada 
during 1944, 

Using the figures of our Solid fuels Administration,. 
District No. 8 shipments to Canada last year were distributed for 
the following purposes and for storage for further distribution 


in the percentages shown: 


4 
Coke and Gas use 4070 
Domestic use 22/0 


General Industrial use 35%, 
Railroad Fuel 37 
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The Provinces of Qucbee and Ontario, according to 
the latest available information, contain approximately 62% of 
Canada's population, and they account for from 70% to "5% of the 
Dominion's industrial coal anda coke consumption. These highly 
developed and densely populated areas of Central Canada have 
always depended upon, and, for sound economic reasons we feel 
should always depend upon imports of United States bituminous 
coal, a major portion of which comes Tron Disivick Norco. 

According to the Ore and Coal Exchange, District 
No. 8's trans-Llake Shipments to Canada during 1944 moved in 
substantial volume to some ten Canadian ports on Lake Huron, to 
Gight ports on the St. Clair River, Lake st, Clair and Detroit 
River, to six Canadian ports on Lake Erie, as well as to various 
ports further east. if is our understanding that approximatoly 
75% of this coal goes to the “rovince of Ontario, 13% +o Westorn 
Webec, and 11% to Eastern Manitoba. 

The ready availability of District No. 8 coal to tho 
Provinces of Ontario and Queboe from a geographical standpoint 
2S self-evident. The low transportation charges from District 
No. 8 mines to the Canadian receiving docks is espocially 
advantageous. ‘So close is District No. 8 that it may be 
considered as lying adjacent to Central Canada, as is demonstrated 
by the map submitted herewith and marked Exhibit "B". Por 
instance, the approximate centre of producing District No. 8 is 
only 345 miles from Toledo, Ohio, to which poin. weiory tonnagag of 
United States bituminous coal move for trans-lake Shipment to 
Central Canada, Ag an example, Toronto, Ontario via Toledo 
involves a total haul by rail amd lake of only 638 miles. To 
@ point as far away as Port arthur the distance approximates 
000 miles. additional examplos of miloages from the approximate 
Centre of District No. 8 and the transportation chargos to various 
Canadian receiving .docks via Toledo are shown in tho following 
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DISTANCES AND TRANSPORTATION CHARGES 
FROM DISTRICT NO, 8 MINES TO CANADIAN PORTS VIA TOLEDO 


20, MILES =» « SELF-UNLO.DER © BULK_PREIGAT 

Windsor 399 $2031 ? 
Port Stanley 488 2e41 

Port Maitland 568 2.45 

Port Colborne 582 2.47 

Hamilton 640 rare 

Toronto 641 2670 

Little Current 6.87 PARE Iy s) 
Byng Inlet Sipe eats 
Michipicoten 8.53 £440 
Port arthur 1005 3.10 2.645 
Montreal 1009 ; 5.55 


In comparison with these distances and charges, we 
draw your attention fact that great quantities of District No, 8 
coal move to Milwaukeo, Wisconsin from Toledo, a distance of 965 
Miles by rail and lakes. Hugh quantities of the district's coal 
move to the ports of Duluth and Superior at the extreme north- 
western end of Lake Superior, a total haul of 1,123 miles from 
the mines of District No. 8, From these docks and many others 
in tho Northwest this coal moves by additional rail haul off-dock 
to final destinations wostward. It is the low transportation 
costs, and the economy, efficiency, and satisfaction with wh ich 
District No. 8 coals can be used that create the domand for thom 
at such distances from the mines in preference to lignite and 
the less-satisfactory midwestorn coals. The following tabulation 
Shows total distances from the minos to representative United 


States ports, together with transportation charges thereto; 
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S, ~4521- R. EH, Howe 
DISTANCES :ND TRANSPORT..TION CHARGES 
FROM DISTRICT No, 8 MINES TO UNITED SPATHS PORTS VIAL TOLEDO 
20 MILES SELF-UNLOADER_ BULK #REIGHT 
Green Bay 904 p 2.75 | ® 2.50 
Houghton JOS On 00 2.45 
Milwaukee 265 Sere 2255 
Chisago 1030 £«87 2.55 
»Shland 1078 5.10 2.45 
Two Harbors 1103 2.45 
Duluth . 1123 2.45 
BY MR. FRAWLEY - You don't think salesmanship has anything 


to do with getting that coal into those far places? 
a. We do our best. 
BY COMMISSIONER MceLAURIN - That is total transportation, rail 
and lake? 
Siti, LOS. 
4s Consolidated? 
Boe |. OSs 
Q. Rail costs and water costs consolidated? 
atl OSs 
MR, HOWE continues brief 

Svailability, when noeded, of sufficient high-grade 
bituminous coal for the Central Canadian. Provinces, is at times 
highly dependent upon weather conditions. Both production and 
transportation are considered from this aspect of availability. 
Due to the natural conditions and a favorable geographic location 
southward, the mines of District No. 8 vory seldom suffer to any 
major extent because of adverse weather conditions. The transpor- 
tation to Canadian markets is arranged in volume for summert ime. 
movement, so it may be said that when wintor comes this coal 
"is in Canada's backyard", needing only short haul transportation 
from docks to consumer. 

The mines in District No. 8 are located on five 


large trunk-lLine railroads - C&O, L&N , NYC, N&iW, and Southern. 
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Se 4322 ~ R, E. Howo_ 
These roads are among the most reliable in the United States and 
their service and car Supply is such that oven during the recent 
poriods of war stress we have experienced no transportation diffi- 
culties. “as you already know, these delivering railroads have 
invested many millions of dollars to provide modern dumping and 
loading facilities of sufficient capacity to take care of Canadian 
demand as well as of our own. The C&0 docks at Toledo alone dur ing 
1944 dumped for Canada's account approximately 2,250,000 tons of 
coal. 
BY MR. FRAWLEY =. Is the implication there that those C&0 docks 
were constructed with the Vanadian market in mind as much as 
their own American markets? 
4. tll markets. In our minds I don't think we distinguished 
between Canadian and United Statos mines. They are all friends 
and all customers. 
4. But what I mean is that those docks at Toledo -- they are 
large and efficient docks? 
at Yas . 
z% «and they were built with Canadian business in maind as well 
as business to the upper lake poriee 
mono Nov soubts. 
MR. HOWE continues brief. _ 
Sevasturiest of coal-carrying vessels assures adequate 
and timely deliveries to Canadian receiving docks, 
The freight rate fron District No. 8 mines shivping 
major vonnages to lower lake dumping ports is ~l.e9l per net ton, 
90% of District No. 8 ccal moves to the Dominion of 


Canada via lakes during the season of navigation which is generally 


April 1 to November 25. This means that the Yanadian movement is 
very heavy during the season of lightest demand from our all-rail 
Customers. From the Standpoint of price, selection, Services, and 
availability, this is a distinct advantage to the Canadian market. 
During Severe winter weather when customers receiving coal all-rail 
ate handicapped by abnormal weather conditions, our Canadian 


Customers have their coal on docks in ports within the Dominion of 
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o. -4525~- _R. EH. Howe 
Canada. These ports are so distributed as to supply the larger 
consuming points with either a truck haul or a short rail haul 
from the docks, | 

District No. 8 coals are imported into the Dominion of 
Canada by a relativoly small number of well-equipped, high-grade, 
financially-sound Canadian companies. They have splendid 
facilities, excellent connections in the United States, and a 
long record of first class service to the consuming public. 

Had it not becn for tho distribution system in the 
Dominion of Canada and their connections with roliable producing 
companies in tho United States, the greatly oxpanded coal 
requirements of the Dominion of Canada during the war could never 
Mave been met. Your attention is invited to the fact that for 
the past two years when the United States mines have been under 
pressure, Canadian consumers received the same coals at the sane 
prices and in the seme relative volume as United States consuners 
recoiving coal by the Great Lakes. Through the medium of Solid 
Muels Administration Rogulations Nos. 28, 24, 25, 27 and 29, they 
actually enjoyed preference over similar consumers in the United 
States which were served all-rail, or by rail and tide, In other 
words, there has been no differentiation whatsoever between the 
Canadian consumer and the United States consumer insofar as coal 
requirements from tho United states mines are concerned. 

Over a long period of years District No. 8 producers, 
working through and with their Canadian connections, have wilt 
uy and served a very valuable market in the Dominion of Canada. 
Canadian consumers have paid the same prices --- neither more nor 
less than than similar United States cosumers. The sound 
merchandising policies of District No. 8 producers and their 
Canadian connections have literally and figuratively fitted the 
coal to the consumers’ equipment and requirements. This could 
not have been done except on the unassailable ground of sound 
economic values to the consumer. Therefore, we submit that 
the purchase of coals from District No. 8 has been advantageous 


to the Canadian consumers as its sale has been to District No, 8 
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3 -4524- KR. E. Howe _ 
producers. Otherwise, District No. 8 coals would never have 
found the favorable reception in the Vanadian market that thoy 
enjoy today. 

The industrial and domestic requirements of the 
Dominion of Vanada aro as varied and as particular as they are in, 
Say the otate of Michigan. District No. 8 produces coal of tho 
Widest range of burning charaotoristics, sige, size consist, 
Chemical analyses. A11 of these coals are available and are used 
by Sanadian consumers because they fit their requiremonts. 

Any change in transportation charges, duties, oxchango 
or subventions which would tend to disturb the flow of woll- 
Selected coals to tho consumer will inovitably result ina 
tremendous dislocation of fucls and enormous capital expenditures 
by Canadian consumers, and possibly the loss of millions of tons 
of coal business to both United States and Canadian producers. 
Those factors whioh we, as District No; 8 producers, can control 
will not be changed. If those factors which the United states 
Government only can control are threatened, we shall certainly 
bring all of the influence in our power to bear on our own 
government to prevent such changes which are fraught with disaster 
to United states producers and to Canadian consumers alike. Any 
such changes in transportation conditions which might jeopardize 
our relations with our Canadian markets will certainly be opposed 
with all of the power at our command. 

The other factors which might disturb tho normal flow 
of District No. 8 coals to logical markets in the Dominion of 
Canada are under the control of the Canadian govornmont, We, of 
course, would be presumptuous should we attempt to make any 
represcntations to this Commission or to the Canadian government 
direct on this score. However, impediments to the free flow of 
all commoditics, including coal, between the United States and the 
Dominion of Vanada are matters of governmental policy established 
by our respective governments and usually arrived at through 
negotiations between the Yanadian government and the government of 


the United Statos. Should any changes be contemplated in this 
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S. ~4325— R. E. Howe 
category, wo fcel we could not be criticized for making the most 
forcible ropresentations possible to our own government in an 
attempt to protect establishod markets abroad. 

If we correctly interpret the intent of agreements 
at the Dumbarton Oaks conference 


¢ 


in mind a relaxation of restrictions to trade between our two 


, our respective governments have 
countries rathcr than maintaining or increasing our present 
restrictions. we sincerely trust, if this is to be the voLicy. 
bituminous coal flowing from our mincs to your consuming points 
Will get the bonefit of more favorablo conditions in the future 
han iti hashed in the past. We, of course, feel this would be 
to the advantage of the Canadian consumcor as well as to the United 
States producer. 
United states coals are produced under tho United 

Statcs system of froc entorprise from properties developed, owned, 
and operated by private capital and through individual initiative. 
We ask only to be judged and allowed to compete in your markets 

on the basis of ability to sorve Canadian consumers to the best 
possible advantage to them without arbitrary restrictions o9r 
handicaps beyond those imposed by mining and transoortation 
conditions at the source. 

In conclusion, I submit there seems to be every 

reason why the District No. 8 producers and the Canadian consumers 
of District No. 8 coal have a mtual interest in maintaining the 
flow of this coal on the most favorable basis possible, and that 
this movement should inecrcase with the intensive industria 
development which now scems assured in the Dominion of Canada, 

We of District No. 8 assurc you that we shall leave no stone 
unturned so far as it lies within our power to mcrit the favorable 
consideration of Yanadian consumers and protect with all of the 
moans at our command the excellont relations which have existed 
throughout the years and which we fecl confidont should and will 
be continucd for many years to come. 

| Resvoctfully submitted, 


(Sed) R. E. Howe 
Prosidont, Apbalachian Coals, Incornorated, 
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DS. ~4526- R. E. Howe 

R. #. HOWE (Sworn) 

BY THE CHAIRMAN - Have we available to us the importations of 
the coal, I moan in our Statistical Branch, the importations of 
coal from the United States, district by district? 

BY MR. FRAWLEY - I think that is oxactly some of the material 
that Mr. Lamb has come from Washington to give us. 

BY THE CHATRMAN. - I would like to get that information, if 
possible, for the year 1941 and for the year 1936. 

BY MR. FRAWLEY - Importations of coal from all of the different 
producing areas which exported to Canada. 

BY THE CHAIRMAN - Yos. 1938 was the beginning of our sub- 
ventions. 

EXAMINATION OF MR. HOWE BY MR. PRAWLEY 

%. On page 6 you raise what strikes me as being an interesting 
question. I have got tho idea that the all-purpose combustion 
installation was by far the most efficient and economical 
installation. Now you have sort of taken exception to that. 

You think the installation that burns the best quality coal is 

the best. 

a. Yes, and the most economical. Any boiler plant that burns 
the lower grade coals has to have more grate surface, more steam 
surface and handle more coal and equipment, whereas with higher 
grade you don't need the same grate surface or high pressure 
boiler, and the less coal you have to burn in a plant on account 
of its quality and lower asn, the less expensive it is. 

Q. The people advocating the all-purpose combustion might be a 
little franker and say put in a combustion unit that will burn our 
lower grade coal. 

A. Maybe. 

9, That is the conclusion I came to from the observation you made. 
You say if a man has an installation that will burn a high quality 
coal, he does not have to put in an installation that will let him 
burn that and also a lower grade coal? 

A. I sce no advantage. 


Q. So long as your coal is always available to him? 
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dD, -4327 - R. E. Howe 

HB. Woe oxpect that. 

Q. Do you see any fear that there will bo a dimunition in your 
ability to oxport to Canada throughout the years? 

4“. I did mention 250 billion tons of reserves, and our companies 
arc all well financed, woll equipped, and Keep up with the times, 
and District No. 6 coal will keep up its production as long as the 
age requires. 

@. You have a compilation on page 7 showing that 35% of VOUT TzCOa dL 
went into general industrial use in 1944 and that was all, what is 
commonly referred to as "high quality coal"? 

Pte this is d4ll Gistrict No. 6? 

Q. That would compete with coal fron Fairnont District and Western 
Pennsylvania? 

i, Yes, it would compete with Western Pennsylvania, Central 
Pennsylvania, some of the coals in Illinois. 

2. «And some Nova Scotia coal I suppose? 

a. I presume so. I don't know mech about Nova Scotia coal; in 
fact I don't know anything Set ite 

Q. That looks like a protty big percentage of this particular coal 
to go into industrial usc. Do you find it hard to get this coal 
of yours into general industrial use? 

4, No, that is probably all we can got up hero. 

G. Because of the distance? 

#, Yes, 

@. And is this a washed coal generally? 

4, Some is, and some not. 

Q. about what percentage of that 35% would be washed? 

4. I wouldn't know. I don't know that I have any figures on it, 
QR. Do you think you would be able to gat even something approximate 
for us on that? 

A. I think so. But I might say that all they need is cleaned, 

Q. and what comes in not cleaned, is why? 

4. Bocause it does not need cleaning. 

%. Because it is clean enough as it canes out of the mine? 
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% You have an expression of dislocation. You say on page 12 - 
"Any change in transportation charges, duties, exchango or sub- 
ventions which would tend to disturb the flow of well-sclected 
coals to the consumor will inevitably result in a tremendous 
dislocation of fuels". Just what do you mean by that? 

4, That would mean that if anything happened that we could not 
compete with other coals coming to this country, either yours or 
from somewhere clse, prices would g° too high or something of 
that sort, woe might lose that business through other forms of 
fuel, and also your Canadian mines Mmlght Lose it. 

pee 'olmient be lost to the industry altogether? 

Bgr< LOS. 

tb.’ In Canada what do you find is the most effective compotition 
you have to mect? What is the most important factor in tho 
competition? 

4. Woll we have sone difficulty with Western Pennsylvania on 
freight rates. They have an advantage over us. 

%. The advantage of Western Pennsylvania from the standpoint of 
ipeight rates? 

wel os.. dust as good coal. 

@. How about the Canadian coal, what is the particular element in 
the competition there? 

&. I don't know. 

Q. Would you say the gift of Canada's freight assistance would 
have something to do with it? 

4, You mean if they subsidized it? 

%. assuming that the only way Nova Scotia coal can get into 
Ontario, say Hamilton or Toronto, was by virtue of governmont 
assistance, 

4, If they can lay down their coal in Toronto at the samo heat 
value we do, or less, tuat would be a competitive factor. 


0 


rue 


If they could not get it in there at all excopt with government 
assistance on the freight, then obviously that is the competition, 
That is their biggest factor in competing against your coal? 


4. That is right. 
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2. tIhat Pollows, does it not? 

te OG, 

Q. On page 13 you say that you trust you will get the benefit 
of more favorable conditions in the future than you have had in 
the past. What do you mean by that? 

4, Lower cost to mine for one thing. Maybe we might get some 
help on our transportation charges; improvement of our conditions 
in mines. 

w. You mean things within your own control? 

4». Oh yos, absolutely. 

BY THE CHAIRMAN - He also suggests within the control of this 
country; hopeful of getting better) conditions established here. 
They would like to have the duty lowered from 75¢ to 60¢. 

44. That would be very helpful. 

BY COMMISSIONER McLaURIN - You want the people of this country 
to remain as sane as possible, and get the high tariff republic 
euy 2.0L the United States, 

EXM. BY MR, #RAWLEY (continued) 

Q. Tf you thought that this 75¢ duty was somewhat of a barrior 
and keeps some of your District No. 8 coal out of Canada, I don't 
think there would be any harm in your saying so. 

a. Undoubtedly it does, there is no quostion about that. 

BY THE CHAIRMAN - I don't think that was the intention up until 
1960 any tariff that coal carried was for the purpose of snriching 
the exchequer of this country. In 1930 or 1931 there was an effort 
made to increase that, and the people here were almost assured 
that we would have no american coal here at all. 

EXM. BY MR, PRAWLEY (continued) | 

- You are also the guardian genius of Appalachian Coals, 
Incorporated. Would you make a statement of the purposes and 
functions of that. organization? 

4. I cold make that story as long or as short as you require it. 
The main purpose is to sell more coal and to soel it more 
intelligently. It is to the advantage of each producer; we try 


to work to the advantage of our producers in every way. We have 
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S. -4330~ R.B. Howo_ 

a contract with the coal producer to be the exclusive agent for 
Selling their coal, and we make a contract with a selling company, 
Which is termed a sub-agent, to sell that coal of that producer 
under contract with us, under the terms, prices, and so forth 

that we determine. Now there has been some talk around the 
country that we are fixing prices, but that is not truc. LOU, 
can't fix a price on coal and make it stay. You have to have 
some price which you ask for your product, no matter whether coal, 
or Shoes or what, and that is the price we think wo should get, 
but often times we don't get that much on account of competition. 
We have a contract to sell all the coal possible, and if we 

find that competition from someone olse in District GC. Or fron 
some other producing area, or oil, or gas, requires us to noet 
that competition, we do that. The Sales Agent that is handling 
it has to get the approval of cur offico, just the samo as a 
Salesman on the road who meets cempetition, he has to refer it 

to his Sales Manager before he sells it. 

BY THE CHAIRMAN - Your organization has been declared by tho 
Highest tribunal in the United States, as a legal organization? 

4. When we first started they said we wero a monopoly ani against 
@ll public interests, and everything clse. 

BY COMMISSIONER McLAURIN  - Who onstitutcs your partnership? 
4, We have at present 25 coal producers. Let mo finishing answer- 
ing the Chairman's stateomont. after fighting it throga tie 
lower courts, we took it to the Supreme Court of the United States 
and they found in our favor eight to one. 

EXM. BY MR. PRAWLEY continued) 

me out they put a bit of a string on their judgment, didn't they? 
4, That decision is,in layman's language, that as long as we 
conduct our business as wo said we would (and they can cone in 

and investigate us whenever thoy sce fit}],and we have been very 
Paretul, 

i. 4nd there has been no interforodes with you by anybody’ 


a. No, 
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De -4531- R. E. Howe 

BY COMMISSTONER McL.URIN - What constitutes your partnetship? 
4. Wo have about 40 coal producers, who have about 100 mines. 
Re. Sli in Dietrict Ne.«8? 
pia X6s. 
2. «and your partnership can be added to? 
3. By making now contracts. 
Q. With a now operation? 
#. Yes. Tho producers whose coal we sell are the ownors cf the 
company. No one else can havo stock in the conpany and we will 
not sell the coal of any company that ioes not have stock except 
as an agent. Our Board of Directors consists of our holding 
companies whose coal we soll. 
Q. snd Appalachian coal has a charge per ton? 
fee 1 6S\o%0r doing that. Thon we do a lot of other things that 
an individual company cannot afford to do, in the way of ongineoring 
work, publicity, natural gs smoke abatemont discussions, and 
trying to improve the use of equipment. ‘We have men in research 
assisting in that work, and we also send out engineers when 4 
plant is having trouble with their coal. Sometimes we can be of 
assistance there. We have a great many contacts with the retail 
coal industry all over the country, assisting them in their 
problems. 
Q. Do you do the actual selling by way of interesting the 
prospective purchaser, first locating the prospective purchaser and 
breaking down his resistence in buying? 
A. We do that through agents. 
9 if one of your 45 members might have someone Soliciting orders 
for his mine? 
Ss. We try to keep up with new plants that are being built and 
advise everyone about those plants. We sell all the coal. If an 
@gent has sold an article for the principal, the principal has 
Sold the article. 
- How much is your total tonnage? 


Be «About 32 million tons. 


@. Some of those mincs might have a potential of another million? 
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5. ~4332 - R. 5. Howe 

You have a potential capacity that might be more than 32 million? 
m4. 99h you. 

4. And are all those producers completely and wholly dopendent 
on the efforts made by you as to whether the coal they produce 
Will be sold? 

+. On our efforts, together with the agent who is selling their 
coal. 

We) this is the crux of 4.C.1., I think, Take the Island Creek 
Coal Company, what is the name of the company that takes the 
coal out of the ground? 

4, Island Creek Coal Company. 

2. «and the Company that sells? 

». Island CUreck Coal sales Company. 

i, “Whichiigea member of AvC.1.? 

a. Island Creek Coal Company. 

4. But the one that sells the coal is Island Creek Coal Sales 
Company? 

a, They are our agents. 

4° But they: are directed by Mr. Glover? 

4. est 

te, He still’sells the Island Creek coal? 

met Los. 

t4« «And his staff of agents all over the country? 

fer es. 

. There are not salesmen running out from your office in 
Cincinnati? 

am, No, 

1. SO all of these producing companies still have their sales 
agents and sales departments? 

ae Les, 

4. ind they sell every ton they can? 

4. Under the rules and rogulations laid down by us. 

% Every invoice has to go through your organization? 


4, Yes, and every order, and we have to sign the contract. 
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Se ~4335- R. HE. Howe 

i. That is why you have the big organization you have down 
thore? 

ay) That is’ correct, 

4. © price is established at which certain grades of coal for 
Certain areas, or of certain mines, are sola? 

Ho, Rights 

i. In other words, by common consent the price at which tho 

coal is sold is tho price agreod on by the whole 1.0.1, organiza- 
tion? 

Pe. OY OS. 

‘be But the salesman or agent tries to sell it? 

Pee Les 

4. «And if he finds in a partisular placo he may have to come 
down 5¢? 

“,.. He calls up our office and says he can get this piece of 
business at a niokle less, and ne know everything that is going 
On in our own organization by the invoicing and orders, and so on, 
and if none of our other producers are selling that same company 
at the full price, we tell him all right, get it, take the 
business. 

*%. ond knock off the five cents? 

ae es, but if our other producors are selling that company 
eerie Lulioprice, we toll himilovlay off of It. 

4. «And sometimes you tell him to go back and bo a little tougher, 
to go and stick to his price, and he will probably get the 
business? 

4, that often happons. 


i) “ones the success) of 1<C. 1.7? 


a, 16s, 
BY COMMISSIONER MoLSURIN - What provision is there in the contract 


if an agent violates the agreement? Expulsion? 

4, No, there is nothing we can do except cancel his contract, 
but we don't have any trouble. 

4. But you have to have provision for it? 


+, We can't fine him, or anything. Our only recourse is to 
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De ~4354- R. EH. Howe 
cancel his contract. 

4. YOu are not very much unlike a board of Insurance Under- 
writers that control a whole group of Insurance Companies? 

pee OSs 

BY MR. FRAWLEY - Or not mich unlike the Canadian Press. 

fit. Ine priee is’ only oné part of 16, 

%. You get information on the industry in ereat detail? 

a. We get advance information of what is going on, and we also 
know whether this industry is on the increase and is going to 
be developed more this ycar than last, or whether lumbor mills 
are going down, or cotton mills, and whother the market is good 
here and bad there, and we keep them posted, and also other 
fuels. 

%- You look out for possible conversion of other fucls? 

a. Yes. The price phase is just one of a dozen important 
activities. 

4. Is it so that your Association is rostricted to producers in 
District No, 8? 

ian Lage 

4. Is there any roason for that? 

a. The reason, if thore was one when the company was formed 

14 years ago, was that that was all they thought they ought to 
have of competitive coals. They didn't want to take in a lot 

of coals that they wold have to compete with that were not 
comparable and so on. I don't know of any other reason. I don’% 
remember why it was restricted to District No. 8 except that it 
was a normal restriction. 

% Do you ship coal to New England? 

pe ids. sir. 

ye Via tide water? 

me, LOS. 

2. Do you have any capital in coke plants? 


,. We don't handle any. We have a few contracts with captive 


companics, 
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S. ~4335~ R. 5. Hows 
4 Do you own any boats engaged in lake traffic? 

,. We do not. 

1. How do you control these Canadian people that sell some of 
this District No. 8 coal? 

io, we Can’ Geontrol them. 

y%. j%»§F. P. Weaver is an agent for Island Creek? 

\. The only control we have is that we tell Island Creek what 
to ask Weaver for the coal. 

J. dnd then Weaver sells it to some institution in Quebec? 
im iat 1s out of our provinces. 

t. 0 can do it so long 4s your member was Selling 107 

BY COMMISSIONER McL.URIN  -~ Yos, but once the property gocs 
from your member? 


BY MR. FRAWLEY - Is there not a weakness there. All the 


coal that gocs into Uanada from Island Creck has to go through 


Weaver? 
1. ‘os 


%. %&t breaks down completely on this side of the line? 

4, Thoy buy the coal and what they do with it is beyond us. 

But you are content to tell Island Creek what they will sell 
to Weaver at? 

me eS. 

¥% And you have discharged your duty to your group when you do 

that? 

A | LOS. 

BY COMMISSIONER McLiURIN - some of those Pittsburg fellows are 


making wry faces when you talk of thes ood qualities of District 


tie, 6 coal ; 


4, If you don't bragg on your own no one else will. 


4:20 P.M, HERING ADJOURNED UNTIL 10:00 1.M. 


THURSDAY, OCTOBER 4th, 1945+ 
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ROYAL COMMISSION ON COAL 


Ottawa, Ontario, 
October 4, 1945, 


The Royal Commission on Goal convened in the Court 
Room of the Board of Transport Commissioners, Ottawa, Ont., 
on Thursday, October 4th, 1945, at 10.00 J.M, 
PRESENT: 

Hone Mr. Justice W. F. Carroll, Chairmen 

Hon. Mr. Justice C. OG. McLaurin, Commissioner 

angus Je Morrison, Esq., Commissioner 

J. J. Frawley, K.C., Commission Counsel 


Robert D. Howland, Sceretary. 


BY MR, FRaWLEY: Mr. Earnest will present the first brief 
this morning. Mr. Harnest, you live in New York? 
MR. F. W. EARNEST: My home is in Philadelphie, sir. Iam in 
New York most of the time, 
Q@ «and you arc excoutive director of the Anthracitc Institute? 
m That's right. 
Q@ and you arc here this morning to present e submission on 
behalf of the American anthracite industry? 
i Yes sir, 
Q Would you proceed ta do it? 
Submission marked: 
Exhibit 216 - Brief of the Pennsylvania 


inthracite Industry of the 
United Staves 


SO Oe ee 


MR. EARNEST procceds to read Exhibit 216: 


PENNS YLViNT.. aNTHRAC ITE See BU Ply 
CN Des a 0S TWasik REL IRE BNLEN'T ¢ LOR HaRD- COs. 


That the Pennsylvania anthracite producers are able to 
Supply in ebundance Canada's necds for fuel is proven by the 


record during the war. In 1938, the yoar before the war, Canada 
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importcd 2 total of 4,725,953 not tons, of which Pennsylvania 
supplicd 1,977,002 nct tons, or 53.1%, and rll other sources, 
1,746,951 not tons, or 46.9%. (Sec Tables 1 ana 2). In 1944 
Canada imported 4,435,891 net tons, of which rennsylvania 
supplicd 4,161,820 not tons ag against &74,071 from all ovor~ 
Scas sourecs, or 93.8% as against 6.2%. In other words, in 
1944 Poennsylvenie alone Supplicd the Dominion of Ganade with 
457,867 more tons than it imported from all gourecs in 1938 
immcdintcly before the war, Freed of wartime restrictions on 
labor and materials used in mining and given a free markct with- 
out discrimination in Canada, the Pennsylvania anthracite Indus— 
try can without GEE oukgy Lils) aa anticipated postwar fuel 
requirements of Canadian domestic consumors. 

The Canadian market is onc of the largest users of Penn- 
sylvanie anthracite, During the coal year just coneluded, the 
Dominion reecived more Ponnsylvanie anthracite than any of the 
United Statcs execpt New York, Pennsylvania or Now Jorsey. The 
Gity of Toronto was the third largcost user of Pennsylvania 
anthracite on the North zmerican continent, oxeccdcd ohly by 
New York and Philadelphie during the last coal year. Montreal 
was fifth. 

EQUALITY OF TREATMENT OF Cud..Dé 
The Ponnsylvenia snthracite Industry has always accorded Ganne 
dian consumers the same treatment granted to eonsumers in the 
United States. In fact, since Pearl Harbor, Canada has reesived 
& greater proportion of our output than in any year since 1920. 
Even under stress of present wartime conditions, when all 
production and transportation agencies are strained to the limit, 
Canada is boing accorded a just and equitable sharc of availabic 
anthracitc from Pennsylvania. 

Canada roquested the anthracite Industry and the golia 
Fuels wdministration for War in Washington to protect her gup- 


Plies in the critical years of interruption of overseas sources, 


F inolyv. acspits the difficulties 
This request was grented willingly, despite th 
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Which the Industry faced at the time of the request. Further, 
the Industry has, throughout the war years, continued to honor 
its commitment to the Dominion, even though its problems in 

production and cquitable distribution heave inercascd manifold 
Sincc that commitment was meadc. Ganada hag benefited greatly 


as 2rcosult. (Sco Table 2). 


ABILITY TO SUPPLY IN WARTIME 

During the war Canedian houscholders have been largely 
dependcnt upon Pennsylvania anthracitc for their hard coal ro- 
quirements. 

Sinec the outbreak of present hostilities, production hag 
becn stepped up ts 2 level not attainod in fourteen years, 
despite a 20% Loss in manpower in Ponnsylvania mines to the 
war serviccs. With return to morc normal labor conditions, 
there will be an ample supply of Pennsylvania anthracite to meet 
ell Canadian and Unitcd States requirements. 

ven in the face of loss of manpower, the most edverse 
weather opcrating conditions in years and thc tremendous move-~ 
ment of essential war goods, thc Canedian and United States 
railroads have maintained dclivery of Pennsylvania anthracite 
to Canesdian citics with a high degree of efficioncy. 

It is significant that there was no major interruption 
of the anthracite supply because of labor trouble for twenty 
years prior to May, 1945. The regrcottable suspension at that 


time was symptomatic of wartime conditions and labor unrest 


gcencrally in the United States, 


PROXIMITY OF SUPPLY «ND DEPENDABILITY OF DELIVERY 
The anthrecite mines arc locatcd in nine contiguous coun- 


tics in Eastern Ponnsylvania, and are served by nine Class I 


JACs 


' : me me ae 
stoam railroeds, six of which directly conneot with Canadian 


lincs at tho Niegera or St. Lawrenec fronticrs, or reach lake 
docks which afford furthor water movement to Canadian ports. 


Tho distance to Black Rock is only slightly less, and that to 
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contors. There is thus assured regular, rapid and dopendable 
all-weather delivery. 
«MPLE RESERVES FOR FUTURE GROWTH OF BOTH COUNTRIES 

Rescrves of Fennsylvanie enthracite arc wholly adequate 
to sorve the normal growth in needs of the populations of both 
the Dominion and the United States for generations to come. 
The U. S. Bureau of Mines and the Geologist of the Commonwealth . 
of Pennsylvania agrec that roserves are ample for 150 to 160 
ycars at recent average rates of production and known methods 
of cconomBeal recovery. 


PENNSYLV/NIA uNTHRACITE DOZS NOT COMPETE WITH 
CuNDIAN COM 


Pennsylvania anthracite is not in any real competition 
with Canadian-produccd coals. Canadian coel mins are located 
at such grcat distances from Pennsylvanie anthracite's major 


and normal markets in Caneda that it is not economically sound 


for the Canadian producers to ship to those marketing arcas. 


DEALER PREFERENCE 

aastern Canadian retail dcalers arc accustomed to hand- 
ling Pennsylvania anthracite. Their facilities are largely 
designed to receive rail shipped anthrecite, dclivered over 
Ereostiles or into silos, with less breakage than results fron 
transfer of overseas coals from vessels at Canadian ports to 
smaller lake vessels or tc rail or trucks for further inland 
movement. Then, toc, because of the yoar around availability 
of Pennsylvania anthracite supply and delivery, the necd for 
storing large invéentorics of overseas coal for winter consumption 
is minimized. 

CONSUMER PREFERENCH 

Canadian consumors have demonstra ts their preference for 
Pennsylvania anthracite over a long period of years. While 
this has been due in part to a realization of the proximity of 
the producing regions and the reliability of supply and deliv- 
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to recognize the uniform high standards of preparation, cleanli- 
ness and sizing of the product. The Operators have spent many 
millions of dollars in recent years to achieve and maintain 

such standards. 

Canadian consumers have become accustomed to Pennsylvania 
anthracite, are familisr with its burning characteristics, and 
their equipment is largely designed to burn Pennsylvania anthra- 
cite. 

OPEN COMPETITION 

almost all of Canada's overseas anthracits hes been in- 
ported by two firms. In contrast, 67 wholesale firms imported 
Pennsylvenia anthracite. Thus, no Single Pennsylvania anthrea- 
eite producer or wholesaler or any group of them domimtes the 
Canadian business. Practically all the production of Pennsyl- 
vania anthracite is availeble to the Ganadien market through 
established sales offices and represcntatives in the Dominion 
who have long and firmly established contacts with Canadian 
dcalors or wholesale firms. 

This results favorably to Canadian consumers, first by 
ghee competitive marketing with resultant price benefits 
and second, by providing Canadians witth a wide latitude in the 
choice of the type of Pennsylvania anthracite which they prefer 
Go buy and burn. Some anthracites are slower burning than 
others, some have ash fusion characteristics preferred in cer-~ 
tain parts of Canada, somo ere trademarked and some are not. 
But all of them arc high quality Pennsylvania anthracites and 


@ll are available to Canadian consumers. 


PRESENT COST OF GQ. 
While the mine costs of anthracite produced in Pennsylvania 
have inercased during the pericd of the present war, such in= 
creases have becn almost cntirely attributablc to increases in 
wage rates necossitatcd by highcr costs of living. These in- 
creases have boen revicwed and approvcd by United States govern~ 
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anthracite is sold to Canadien retailers F,0.B. mines at the 


samc price it is sold to reteilersg in the United States. 


RECIPROC.siL BENEFITS T0 L..BOR 

Canadian railways reccive largo portions of the through 
freight ratcs on shipments of Pennsylvania anthracite beyond the 
border, which revenucs go toward paying taxes and employees! 
wages. In contrast, overseas shipments arc dumped on docks and 
largcly moved to points of consumption in trucks, or by smaller 
vessels to Lake Ontaric, wherc trucking back from the water- 
front agein deprives the Canadian rail carriers of any but a 
very small portion of the rcevonuc from the traffic. 

Lebor on both sides of the border spends a substantial 
proportion of its wagcs in purchasing the products made on the 
other side, The labor standards in Ganeda and the United States 
are far above those prevailing in other countries which formerly 
Shipped anthrecites to Canada, and labor in both our countries 


would inevitably suffer from such overseas competition. 


RESEARCH .CTIVITIES FOR CONSUMER BENEFIT 

While straining every energy to produce as much anthre-+ 
cite as possible to met the cnormous necds of both countries 
during the stress of war, the Pennsylvania Anthracite Industry 
has inercased its research in improved utilization and methods 
of burning. This work is now carried on by The Anthracite 
Industries, Incorporated, represcnting approximatcly 66 2/ 3% 
of the tonnage of the Industry. The work is conducted in the 
Industry's laboratory at Primos, Pennsylvania, at Pennsylvania 
State College and at Melicn Institute, 

Appendix "a" outlines the research activities including 
a description of the “santhratubc", an entircly new principle of 
combustion using Pennsylvania anthracite. 

Tho Fedoral Government has approved of the construction 
and maintenenec of an anthracite research laboratory in the 


producing region end will provide funds immediately following 
245 6S ‘ Ge 
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the ond of tho war to thc Bureau of Mines for this purpose. 
Research work carried on during the war years and that 
contemplated by our own and Government facilities promise 
future Pennsylvania anthracite users in Canada and the United 
States even greater benefits in heating comfort and convenience 


dn 


at Low cost. 

MR. EARNEST: I won't read the ippendix unless you pre- 
fer that I do, but I would like to comment on it later. (Gon-~ 
tinues brief): 

JADAPTEDILITY. OF SiZns 

There are six sizes of Pennsylvania anthracite generally 
used in domstic heating Gquipment. Of these, EHeg, Stove, 
Chestnut and Pca orc used in netural darett boilcrs, warm air 
furnaces, space heaters, service hot water heaters and ranges. 
The others, No. 1 Buckwheat and No. 2 Buckwhoest (Riec) are used 
in magazine fccd boilers, anthracite stoksrs and in boilers and 
furnaces cquipped with shaking grates and blowors. 

Canadien consumers, as sccen by refercnee to Table 4, are 
familiar with and use all thcse sizes of Pennsylvania anthracite, 
The various sizes of Pennsylvania anthracite can meet all the 
requirements of Canadian consumers in the Provinees of Ontario 
and “wucbec, including those who prior to the war burned over~ 
scas Buckwheat anthracite and during the war-have bcen dcpendent 


upon Pennsylvanis anthracite Buckwheats,. 


DUTY aND EXCISH Tix BuRRLERS 

The dininextion of shipments of Pennsylvania anthracite 
in the period 1930 to 1940 (Table 3) and the decline of our 
Share of the total anthracite shipments to Canada, were the 
dircet result of trede barriers set up against Pennsylvania 
anthracite. 

Overseas anthracites recsived substantiel preferential 
treatment entering Canada as to duties and cxcise taxes, par= 
ticularly those from the United Kingdon. The wisdom from the 
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wes scriously questioned by the Tory Royal Commission on 
anthracite Coal (Report of February 3, 1937, page 103), “But in 
eddition to British sources, Canada imported anthracites from 
all over the world, some of which was subsidized by the foreign 
governments. 

BY THe CHAIRMAN: Pardon mc. I suppose, Mr. Frawley, th + 
you have all the set-up regarding excise taxcs? 

BY MR. FRAWLEY: Oh yes. 

MR. HaRNSST continucs bricf: 

When the pinch of the present war came, however, Canada 
revertcd to Pennsylvania as hor logical source of supply, and 
this Industry mct her requirements to the best of its QoLeiL ty. 
and welcomcd the opportunity. For ycars, through wars and 
economic dislocations, the flow of Pennsylvania anthracite to 
Canada has becn dependable. 

The sznthracite Industry feels very strongly that the 
record cxtending back to before World War I and through the 
intervoning years and particularly during World War II, i 
entitles it at least to equality of treatment in the postwar 


2 


fucl plans of the Dominion as against overseas competition. 


PLEDGE FOR FUTURE 

The Pennsylvania Anthracite Industry pledges itsclf to 
the Canadian Government and Canadian consumers thet sverything 
possible is being and will be done through the developments and 
installation of mechanical equipment and machinery in and at its 
mines and preparation plants and the development of improved 
methods of recovery to make possible the lowest practicable cost 
of production and the lowest cost to the Canadian consumer in 
the postwar period. This must be done to protect our Industry 


it the United States and Canada. 


CONCLUSION 
In the light of the foregoing record it is earnestly hoped 


and requested that your Commission will recommend: 
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1. Th2t sinee Ponnsylvania anthracite is the logical 
and dependable source of domestic fuel for the pro- 
vinees of Ontario and Quebec and to a lesser extent 
the maritimco provinces, the Canadian Government do 


everything possible to foster this trade for the 
protection of the inhabitants of that part of the 


. Dominion. 

ae That the Pennsylvania anthracite Industry be given 
€& fair and ¢qual opportunity to compete with any 
overseas anthracites, other solid fuels, and liquid 
and gascous fuels. 

36 That if any overseas anthracites are admitted duty 
free, Pennsylvania anthracite be granted free entry; 
that, in any event, no higher duty or tax be laid on 
Pennsylvania anthracite than the lowest duty imposed 


upon any overscas anthracite. 


BY TH CHaIRILN: I suppose the matter of exchange inter- 
fercs somewhat with your inportations too? 

MR, EaRNEST: It has in past years, yes sir. 

BY COMMISSIONSR McLAURIN: There is only one way, I Ssup= 
pose, the exchange hits you. I mean if we didn't have multi- 
leteral trade we arc not able to clear our debit balance with 
you. We have to work out Canadian-.merican tradc on a basis 
that is equal; that is, you will have to buy more from us or 
we will have to buy less in order to kcep at 10 per cent. We 
buy normally two, threc, four hundred million dollars more from 
the United States than the United States buys from us, and we 
have bocn able in the past to do so by our sterling credit. [I 
don't know whether we can in the future. 

MR. EaRNEST: I think that is a matter that is beyond our 
power. Our bricf wo have tried tc keep very short and emphasize, 


I think, one thing all through, and that is equality .of 


treatment. 
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TaBLE 1 


PROPORTION OF PRODUCTION OF PENNSYLVANIn uNTHRACIT# WHICH 


ee 


WS IMPORTED BY THE DOMINION OF OuANADA 


Sources: Commercial production, U. S. Department 

of the Interior, Burcau of Mines; 

Canadien imports, Dominion Bureau of Statistics. 

COMMERC Ta CAN WD IN PERCENT w&GE 
YER PRODUCTION IMPO RTAT IONS OF TOTAL 
1920 78,524,223 4,912,964 6.26% 
1921 1978195120 4,567,370 Cele 
1922 4.7,240,118 2,014,249 9.32 
1923 84,215,189 4,906,222 5.83 
1924 LD ge 9O 4 O19 3, 208, Giar 4.93 
1925 59,016,344 } 249,497 5.85 
1926 76,860,031 2,883,784 5.05 
Loe 7 74,455,506 4,260,411 4.51 
1928 68,616,056 3,003,261 4.67 
1929 Oy gph solo 3,178,043 4,69 
13350 63,651,894 2,955,954 4,64 
eo 55,034,294 2,256,428 4,06 
19382 46,146,491 1,685, 593¢ 3465 
1935 45,965,544 1,429,829 Sell 
1934 54,017,002 1,804,127 54359 
1935 48,647,641 1,670,085 5643 
1936 61,125,154 1,685,848 5430 
BOOT 48,338,960 2,005,317 4.14 
1938 43,170,457 Lyelt,00d 4,08 
B59 48,536,858 2,005,765 539 
1940 48,240,438 2,643,688 5.48 
1941 52,056,280 Spool, 670 6.30 
1942 56,640,508 4,422,499 bo OL 
1943 56,841,542 be sO Taig bao heal 
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TuBLE 2 


IMPORTS OF .«NTHRACITE INTO CANADA FROM THE UNITED STATES 
aND FROM LL OTHER SOURCHS EXPRESSED IN Not TONS, 


~~ PERCENTAGES OF 


SROANY THe TOTAL 


Source: Reports of Dominion Bureau of Statistics, Ottawa, Gan. 


CuLENDAR FROM THE FROM waLh PERCENT OF TOTAL 
__YEiR UNITED STATES OTHER souRcES! tors, eon 
1920 4,912,964 127,513 5,040,477 97.5% 2.5% 
LIL 4,567,370 96,964 4,664,354 2 hed 2.1 
1922 2,514,249 Lo SOS £7099, 907 95.3 6.7 
1923 4,906,222 B01,6509 5,167-,881 94.9 Del 
1924 4,908,317 BO yar 4,183,594 95% 6.6 
1925 3,049,497 049,247 5,798,744 85.5 14.5 
1926 5,883, 784 559,690 & 245,474 JLeo 8.5 
L927 3,265,411 798 ,208 4,063,619 80.4 19,6 
1928 4,203,231 554,102 4,797,553 85.7 14,3 
E29 3,173,043 846,874 Janek Goat eli] ORG elel 
1930 ByIO0yIOS 14300 ,156 4,206,090 69.5 30.5 
a Od. 6,256,423 941,718 SLi SyI4AL 70.4 £96 
1952 eeICO,00n 1,452,685 4,138,157 53.7 40.3 
1933 sted yor? dr,605, 784 4,055,613 47.1 58.9 
1934 BpoOS ie? Ui, 7S5,182 3,087,309 o1,.0 49.0 
1935 polo ,0So" WL, 7ol soo 3,451,518 48 64 o1.6 
1936 1,685,843 1,850,652 5,056,500 47.7 58.35 
oO 't HyOUS, 517° 1,000,083 4,008 , 340 50.3 4347 
1938 meet? ,00e 15/746; 981 3,725,953 O3el 46.9 
1909 2,605,765 1,372,040 5,977,805 65.5 34.5 
L940 6704S ,000 1,529,181 oye tay Teo 66.5 3549 
1941 5;5L0,670 690,169 3,940,859 84.0 16.0 
1942 4,422,499 379,524 4,802,023 reoel 79 
1943 4,073,731 384,788 4,408,519 91.4 8.6 
1944x 4,161,820 274,071 4,435,891) 95.8 Oe 
1. Includes alaska, Belgium, China, French Indo-China, 


x 


Germany, Morocco, Netherlands, Newfoundland, Russia 
and the United Kingdom. 


Twelve months ended June 30th. 
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TuBLE 3 


IMPORTS OF sNTHRACITH INTO CuNuDa FROM SPECIFIED COUNTRIaS OF 
ORIGIN (IN NET T TONS) 


wars ee ree 


source: Reports of the Dominion Bureau of Statistics, ottewe 
UNITED UNITED FRENCH 

YHuR STuTHS KINGDOM RUSSIA GHRIMANY INDO-CHINA 

Pao) ..0,055, 784 ole, iO ~ 49,718 - 

Poet) 5,000,411 1284000 ~ 4,818 - 

Me «0,200,001 526 , 467 6,204 - ~ 

Pee9. 5,175,045 429,408 127, 304 ~ ~ 

TOO” 4,900,954 VeG,1er (290,207 11,480 ~ 

POL ne yeoo 423 876,564 - 60,762 ~ 

i242 1,685,532 1,399,086 ~ 52,189 - 

E258 1,429,829 1,605,776 = - - 

ives 1,004,127 1,643,516 ~ 74,103 - 

moo 1,070,085 1,454,522 ~ 205,045 04,447 

oo. 1,685,848 1,531,279 - 409 ,994 97 405 

1937 2,003,517 1,134,062 154,495 258,257 - 

moe 861,977,002 1,199,250 14,952 411,026 30,302 

Boo? 2,005,766: 1,034,901 ~ 293,602 46,057 

1940 2,643,588 1,329,181 - - - 

o941 3,510,670 630,189 ~ “ ~ 

1942 4,422,499 O79 ,5e4 ~ - ~ 

1945 4,073,731 484,788 - - ~ 
xxl944 4,161,820 274,071 - - ~ 

YER aLL OTHERSx POT 

1926 37,802 4,245,474 

Al ooo 4,063,619 

1928 1,451 5,757,000 

ro2° bale 4,019,917 

1930 Late 4,256,090 

1931 4,592 3,178,141 

1932 £, 000 Sphouy Lor 

OO 8 3,035,613 

1934 £7,060 5,057,509 

1935 Cr, cae 5,451,518 

1936 61,894 3,536 ,500 

LoD 7 8,209 3,558,340 

1938 91,421 5,765,908 

1939 cos Oya? yoUa 

1940 is Op fa slo 

194 ~ 4,940,859 

Oa : 4,802,023 

1943 ” 4,458 519 

1944xx zs ,y&d0,891 


x Includes Aleska, Belgium, Chine, Morocco, Netherlands and 


Newfoundland. 


xx Twelve months 


ended June 30th. 


tench y Shee os, AS eed Gm 4 
Fr Wtee ea Nt ee De 1. ‘ 


+ Pode ibe, 
ay } 
~ 


wy SAL ade 
+ Aare a. on 


oe 
an 
mm) 
oe, 
) 
As Fe one { 
Cpa an a 
f ys 
r Ps | 
< 
(ey NE ae 
%2 ee Tmt 
: oo 
~ = 
15 
Se ee 
a 
cane 4 
; 
= o 2 
- 
» _ 
5 ro ce , a 
f oo 4 - meee ab G 
a Sea ea Io es 
. &e = fe Be r q 
iss MLSS ip He ce ‘ 
a mh 
+ Pte = = ‘ 
Obie wih ee Ee r 
aes Sie 
ch 
Su 
Ls 
ore 
a 5 
BAY te 
i 
' t A 
f t F i 
eae ae ee es s map 
z q 
Bue - ‘ as 
eee: 2" 
iy fe ‘ 1 
ist Ts é , 
Ron 
Ph eon ¥ A 
“> * bate: 
a = od Pe 3 fi 
‘ EY 
a Sates ae! ia ( 
; cs eh oe Ee ae 
r a a “ { 
‘ read 
F fone : ira 
oe Fe ae 1 eer 
P r, , y: Poe (Chg ee 
Cev r 
. . " eee 
‘ ar, 
Need eon: we 55 
. Pa + ce 
ts Se 
i ae tie 
. rk ‘ 
Ey mie, 
4 wf > . “! ‘ ae 
Vik ® 
» Liss 7 = 
toon a’ 
t : 
i ‘ ’ ee 
; Z 
, 
rN, . ae 
: ety ie, ‘ . me a 
‘ - crs a a "4 een 
poet fis i, BY TES Ms A a 


dice iee Laie ies 7 
WHICS est Sone else ator, 


~ 
- 


\ q e 


-4548~ 


TaBLE 4 


F. W. Earnest 


SHIPMENTS OF PENNSYLVANI. «aNTHRACITS TO CANADA BY SIZES 


souree: Reports of Pennsylvania Department of Mines 


SIZE 


Broken 

Eggs 

Stove 

Chestnut 

Pea 
Domestic 


Buckwheat 
Rice 
Barley 
All Other 
Steam 


Fotal 


SHIPMENTS OF PENNSYLVANIA ANTHRACITE TO CANADIAN DESTINATIONS 


Source: Reports of Pennsylvania Department of Mines 


DESTINATION 


Hamilton 
Montreal 
Ottawa 
Quebee 
Toronto 
All Others 


Total 


1942-1943 1943-1944 
TONNAGE PCT. TONNAGE ole 
al ,459 0.6% Ly, ooe 0.5% 
451,426 12.0 459,827 12.4 
1,641,117 43.7 1,591,373 37.6 
1,053,678 27.9 210. GOL £608 
126,251 3 4 104,277 28 
3,273,95l 87.2%, 2,945, 717 TI .O% 
199,082 5.3% 353,195 9.5% 
187,458 5.0 302,036 9,0 
59,604 1.6 56,347 1.5 
34,887 0.9 19,260 0.0 
481,081 e Go 2) 206.0% 
3y104, 902 100.0% oO, 70D, LiLo 100.0% 
1944-1945 
SIZE TONNAGE PCT, 
Broken 8,849 0.3% 
Egg 441,908 12.7 
Stove 1,288,168 27.0 
Chestnut 882,259 20.4 
Pea 97,618 28 
Domestic ’ ’ ° 
Buckwheat 345 ,204 9.9% 
Rice 287,942 8.3 
Barley 96,261 2.8 
a2 Othss 88 327 0.8 
steam 7O7, 504 21.9% 
Total 3,470 » 080 100.0% 
TABLE 5 


1942-1943 
TONNAGE PCT. 


220,922 
495,116 
127,339 
102,415 
936,692 2 
1,872,478 49.8 


3,754,962 100.0% 


1943-1944 
TONNAGE Por. 
173,818 4.7% 
68,497 oe 
136,309 | 
139,311 3.8 
929,519 25.1 
L644,667 44.3 
3,705,115 100.0% 
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TABLE 5S (Continued) 


SHIPMENTS OF PENNSYLVANIA aNTHRaCITH TO CaNaDIaN DESTINATIONS 


; 19441945 

DESTINATION TONNAGE EG. 
Hamilton 161,990 4.7% 
Montreal 714,734 20.6 
Ottawa LEeo,yooe 364 
Quebec Loe, 902 4.7 
Toronto 821,790 23.6 
all Others 5,496,318 | 43.0 

Total 3,476,586 100.0% 


APPENDIX "an 
RESEARCH PROGRAM OF 
HE uNTHRACTITA INDUSTRIGG, INCORPORATED 

4 staff of more than sixty coal soientists and technicians 
is maintained at The Jnthracite Industries, Incorporated, 
laboratory at Primos, Pennsylvania, to work exclusively on the 
Industry's needs ~ immediate and postwar = for improved burning 
equipment, control devices and more efficient and convenient 
methods of using the product. 

This laboratory staff - the largest in the history of the 
Industry =- works closely with equipment manufacturers, supply~ 
ing them with scientific information on combustion character= 
istios, aiding in the solution of specific design and mechanical 
problems and by developing and supplying facts and data from 
Which better anthracite-burning oquipment and controls can bo 
produced. 

an Outstanding accomplishment of the laboratory and one 
of far-reaching significance is the development of the "4nthra- 
tubo", which cmbodics an entirely now principle of combustion 
using Pennsylvania anthracite. Tho "unthratube" combines the 
functions of a boilcr and burner, It is smaller in size than 
any coal heating unit, end will be lower in cost than competi- 
tive equipment. The “anthratubc" principle insures high 
efficiencics and lower oporating costs to the consumer. The 
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Ccquipmcnt manufacturers and othors in Canada and tho Unitcd 
Statcs who are at present cngaged in d@csigning boiler and 
furnace burner equipment for uso in rcosidencos in the postwar 
poriod. 

Basic rescarch by the engincers covors all the factors 
cntcring into combusion of Pennsylvania anthracite, such as 
rate of burning, effect on varying drafts, depths of fucl bdcdg 
and relationship of depths to the many sizes of enthracite. 

Z1l these factors, and many intcrrclatcd factors, such as under= 
fire and overfire control of air, have a great bearing upon the 
development of handfired and autome ie Cquipment. This is 
particularly truc in the devclopment of inexpensive thermostats ° 
and controls which will be offered in the postwar period to 
insure additional conveniences and lowor Opcrating costs for 

the Canadian consumcrs who proifcr not to. make any major changes 


in their existing heating Cquipment. 


MR. HuRNEST sworn by the Chairman as to facts, informa- 
tion to be bascd on reasonable informtion and Opinions on 


proper evidence, 


EXuMINED By Me. Frawley: 

Q@ You say in your brief on page 3 that your coal is not in 
any real competition with Canadian=-produced coals, and then 
you go on to sey that our coal is located at great dis- 
tences from your Central Canadian market. That is why you 
say they are not in any real competition? 

A Well, I think two items. We are not in any real competi- 
Rich pricc-wise considering the high cost of your own pro- 
duced coals, 2s I understand it, plus the freight rates, 
and secondly I think because of equipment installed in many 
homes in Ganeade. That cquipment wes specifically designed 

to burn anthracite and in most cases I don't believe that 


i jork sati torily in @ r the 
bituminous coal will work satisfactorily in much of 


equipment. 
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Q Then do I understand you do not regard any bituminous coal 
as being in competition with your anthracite? 

4 In the domestic heating market? 

Yes. 

I would not go that far. I would put it the other way around. 
I would say that I think Pennsylvania anthracite is a better 
fuel for the domestic market than bituminous. 

BY COMMISSIONER MORRISON: Heat values? 

# It is not alone B.T.U. value; it ig what the equipment can 
get out of those B.T.U.'s. 

BY MR, FRAWLEY: Leaving out Canadian coal altogether, you are 
not saying that you are not in any competition with well 
prepared, well treated, well sized bituminous stoker coal? 

& On stokers, yes, we are directly in competition with any 
bituminous coal. My reference was to the handfired market 
market and the equipment that is now installed in Canadian 
consumers! homes. 

BY COMMISSIONER MeLsAURIN: Mr. Harnest is in competition with 
that 16g tons of anthracite coal we brought out. 

BY MR. FRAWLEY: What you say is that before bituminous coal 
can get into serious competition with you there has got to 
be a lot of change-over in installations? - 

& I think that is right, and you take the better class of 
bituminous coals, I think we are in direct competition with 
them on any size. The better the bituminous is prepared, 
naturally the more competition we can expect from it. 

Q "e were told at one of our sittings the retail price of 
Perey Waite anthracite was as much as $15 or $16, and 
Cavalier stoker coal and Grenadier could be laid down at 
something under 10. 

& ‘het is truc, but if you are talking about stokers, that 
- a lower priced Pennsylvania anthracite in which you could 
burn Buckwheat or Ricc, so the price would not be anything 


like that. 
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So what you regard in competition with good stoker coals 
is your stoker coals or Buckwhcets? 
That's right, Buckwheat and Rico. 
“nd when you talk about Pennsylvania block coal, lump coe , 
that you sey has not got very much competition, and largely 
because of installations in Central Caneda? 

That's right. The bituminous gcntlemon prosent would pro- 
bably take some cxecption to the statcmont, but as far as 

my opinion is concerned, in the type of Quebec heaters par- 
ticularly installcd in large quantity in this section, 
anthracite is a much bettcr coal ‘or that type of equipment. 
Of course you know bituminous is working on a smokeless 
stove woich if successful should bo widely used? 

I am familiar with their rescarch in a general wey and I 
think it is a point, if I may now spcak for the bituminous 
industry, grcatly in favor of this whole situation, the 
research work being done by both, becausc there is more to 
this whole picture than just the matter of the price por ton 
and I think over a period of years, not only the way that 


th 


') 


bituminous and anthracite industry has taken care of 
its customers in Canada, but I think you can also depend on 
the coal industry of the United States doing e great roe= 
search job in the approved burning of fuel, all for the 


benefit of the Canadien consumer. 


BY COMMISSIONER MORRISON: You admit thet there is room for the 


anthracitc people to greatly improve their product over 
what they are sclling to us today? 

“ell, I was talking there about the equipment, sir, that 
buses the coal. We feel that the anthracite industry has 
shipped an excellent product in general during these wartine 
conditions. Practically all of the operators have main- 
tained good standards of preparation, and everything pos~ 
sible has been encouraged by the administrator for solid 


fuels to do the best possible policing job to keep the 


quality up. I know in general we have had very few com~ 
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plaints on the quality. There has been gome poor coal gone 
to market, but not anything that the anthracite industry 
as an industry wanted to go to market; it was just beyond 
the control of any governmental body. That is a very small 


percentage, 


BY MR. FRAWLEY: You do not regard your coal as being in com- 


p72) 


A 


petition with sub-bituminous coal from the Western fields? 
No sir. 

Why is that? 

That gets back to equipment. as I understand, you have 35% 
volatile as compared with 5 or 6 in Pennsylvania anthracite. 
Oh no, Alberta sub-bituminous would not be that high vola= 
Gile. It might be only 20. 

Well, even with 20 you must have a larger zombustion space 
to burn your volatile in. 

Oh, let me correct that. You said volatile? JI thought you 
said moisture. Take your first figure. 

tT think about 35. You have to have a larger space to burn 
the volatiles, and secondly you must have a larger chimney 
to burn tho volatiles, and over a period of time, I think, 
looking at convenience from the standpoint of a home owner, 
the fact that you can fill up your fire bed with Pennsyl~ 
vania anthracite and let it go indofinitely is a great 
convenicnes, and I think is one reason why your citizens 
prefer anthracite to your own coal. 

You think execpt for the price diffcrential it would be a 
very difficult thing fer damestie anvils. Alhorta ooals. to 
supplant the Pennsylvania anthracite in Central Canada? 

If they are not given any preferential troatment, if there 
is not any question of high subsidy on those coals to make 
the cost differential entirely 400 high, if we can compete 
on a fair competitive basis, I don't think there is much 


hope in the domestic heating market. That is my personal 


Opinion. 
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Thore is a $2.50 freight assistance on that coal now. You 
are quite comparcd to compete with that? If that wore 
ineroascd? 

Yes, or if you subsidize labor costs or any thing else toa 
lz rge extent. 

But as to the present situation, you do not fear Drumheollor 
coal with a $2.50 freight subvention? 

I don't know about the word "fcar" but we arc willing to 
compete against them. ; 

Turning to Nova Scotia mines, you say you are not in any rcoal 
compctition with Canadian produced coal. I suppose, granted 
government assistance and granted the preparation of Nova 
scotia coal was comparable to Amcrican bituminous coals, you 
could be placed in somewhat the same position as you are 

now with these good stoker coals from the United Statcs? 
That's right. When you get into stokers it is a different 
propes-tion. It involves the purchase of new equipment, and 
there is no question but mechanical equipment introduces an 
enti~oly different situation. 

You do say in this same apargraph: "It is not economically 
sound for the Canadian producers to Ak to those marketing 
areas." I don't want to invite you to make remarks thet 

you feel diffident about making, but that again depends upon 
how much government essistance is granted to overcome the 
natural handicaps? 

That's right; that is what you have to read into that. 

“nd however much disruption of the economics the government 
of Canada think they should carry out, that is another mattor? 
That is another matter which we hope they don't do. 

“oh shout the proscnt situation? Are you reasonably happy 
about the amount of assistance that they have under the 
present set-up--I mean going bask prior to the war? 

No, we are not particularly worried. Again I am talking 


about the handfired merket. I am not partioularly worried 
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as conditions existed prior to the war. 

You mean coal for coal the Nova Scotia bituminous cannot 
take your coal out of the Ontario furnaces? 

that's right. 

Let us assume they arc going to try to get in here with a 
well prepared stokcr coal? 

That gots into the question--the pcoople first have to buy 
stokers, thon we got into a lower priced coal also when 
that happens, then the gucstion is, can we compo tc favors 
ably with your coal? Wo think we can. 

There is somo thing I would like you to devclop. We wore 
told that thosc coal companics should get into the stoker 
businoss, go out and subsidize tho purchase of stokors, like 
the oil companics do. Let's assume Dominion Coal Company 
gocs into that business. Do you think you would be sitting 
across tho linc with something up your sleeve to moct them? 
Nothing like that, beoause I don't belicve in the subsi«+ 
dizing of cquipmont sales and I don't think it can be done 
On any cconomic basis. 

Suppose you saw Nova Scotia coal coming up here with somc-~ 
thing, and you feared loss of business? 

I would not fcar loss of business to start with because I 
don't think it is ceonomically sound for any coal company 
or combination of coal companies to get into the equipment 
busincss and subsidize the purchase of equipment in order 
to got fucl sold, because if it doesn't stand on its own 


feet I don't think it is economically sound. 


BY THE GHAIRMAN: The oil company doesn't subsidize. 


That is en individual oil company. Nobody would cxpect the 
coal companics to sell it and not have an economic back-~ 
erouna for it. If they can do it successfully, which nos‘ 
body has demonstrated in cither oil or coal. When you got 
to a distributor or an individual company, if they went GO 


do it and can do it--I am speaking of an individual movement , 


not an industry. 
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BY THE CHAIRMAN: I don't think you should use the word sub 
Sidy. «as I understand it, the equipment is provided on a 
profit basis by all the oil companics that I havo knowLodge 
of. I don't think you can call that subsidy. 

BY MR. FRAWLEY: I am going to correct that. I think the natur ¢ 
of the assistanec is long-term paynents. 

“& Well, that is entircly sound, and that is availablo through 
financing companics anyway. You were asking me about 
stoker coal, 

Q ‘that's right. 

rR I don't know of any advantage, I mcan if thore is not any 
subsidy involvcd, then I think as cquipment is produccd and 
improved--you are talking now of stoker coals--we are wille 
ing to takc cur chance on competition, as long as it is on 
@& fair and equiteble basis. 

Q “nd when we arc discussing coal with you of course we should 
stick pretty well to the domestic market? 

& ‘“nthracite does not share in the industrial fucl market to 
any large cxtcnt. 

Q@ Now that is the kind of coal you think you are not in come 
petition with, but I gather you fcel you are in competition 
with the Welsh and Scotch anthracite? 

rR Yory definitely. 

Q «and you think that this Commission should recommend that 
you should be put on an even kecl with this overseas anthra= 
citc? 

& That is our purpose. 


BY THE CHaIRMiN: By placing a tariff on the overseas anthra- 


citcs? 

BY MR. FRAWLEY: «#t tho moment you are under a disability be- 
Causc Scotch and Welsh anthracitc coming in here, Buckwheat 
No. 3 and larger, comes in frec? For that matter smaller 
comes in free too. That is so? 


& That is what I undcorstand. 
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I am talking from this very handy document prepared by the 
Pennsylvania railway companies. We find from the UsSads 
Buckwheat No. 3 and larger is subject to 50 cents duty, and 
right there is what do you call that? 
Well, it is tariff. That is what we call it, 
Pisorimination? I was thinking of a word like that. 
"oll, I will let you use that. 
Then I go into the next column, which would include the 
Russian and German coal whieh used to come over here, They 
paid the same 50 cents as you dia? 
That is as I understand it. 
You don't have to be put in a class with the Russians and 
the Germans and the Indo-Chinese? 
rE ce know about the class. If you want to follow through 
what you started, I would like to answer that. We would like 
to have the duty climinated. Let's start from that basis 
and meke it free and open competition. We don't think we 
are in direct competition with your coals, so therefore we 
would like to see the duty taken off. 
You would much prefer that to picking 50 cents up on the 
English coals? 
Much prefer that. We want that on the record. 
Dr. Howland suggested a good way to do that would be to make 
& loan of that money to Britain. 
We have enough problems without taking that on. 
COMMISSIONER McLAURIN: It is not 2 question of Mr. Earnest 
loaning it to Britain. We are the ones who collect the 50 
cents; we are the ones to loan it. 
If I may add to that 50 cent question; I think one of the 
important points in this 50 cent tariff--and I hope you agree 
that in our brief here we have climinated everything except 
the vital points concerned--now we think that that 50 cents 
costs the users of Pennsylvania anthracite 50 cents a ton, 
and it is our obscrvation tmt it also costs the consumers 


of overscas British anthracite 50 cents a ton, becausc the 
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other priccs are announced after the Pennsylvania anthra- 
cite priccs arc announced, so that the whole thing is 50 
cents on top of the Canadian taxpayer, no matter which way 
they arc paying. 

BY THE CHuIRM.N: Well, that has been the history of tariffs. 

BY MR, FRAWLEY; Now here is something else, just for the sake 
of putting something on the record. I don't know just where 
it was said, but certainly the impression was left with me 
at one tine that Pennsylvania anthracite was getting scarce 
and that the americans would be quite happy if we didntt 
buy any at all, and you are only sending it over because 
you think we are nico friendly people to do business with. 
What do you think about that? 

& I have read some of the testimony that was given in front 
of your Commission. Somebody was asked the question, was 
this friondliness for the Canadian people or was it just 
hard-boiled good business. I think the answer is, both, 
but I don't think anyone could challenge the statement that 
friendlincoss has cntcred into this picture, and particu~ 
larly during the war. If there are any press roportors 
present I don't want this to be quoted, but we are on the 
spot all the timo because of the preferential treatment 
that has bcon given to Canada in the portion of our total 
production that it has reocived as comparcd with what has 
bocn shipped to the dcalors in tho United Statos, so you 
vory dcfinitcly have had preforcntial treatment, anda I 
think that fricndship docs cntor into that picture, and 
along with it, it is good busincss for us to do it. 

BY COMMISSIONER: MORRISON: Fricndship and profit both. TI am 
glad to hear you say it. 

i That's right. 

BY MR. FRAWLEY: as I understand it, the Canadian markct is 
an intogral part of tho market of a good many members of 
all the largo anthracito produccrs? 


A Oh, vory dcfinitely. 
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Do all of the so-called Big Six ship into Canada? 

Yes sir. I don't know that expression Big Six. 

It is what they call "on circular". You are cither "on cir- 
cular" or "off circular" in the anthracite business? 

Well, chiofly “oren, 

You can develop that if you like. ‘MThere ig such a thing as 
being “on circular" or "off circular"? 

Oh, very definitely. 

“hat does that moan? 

Ho don't know whether there will be a circular after the war 
or not because of certain legal proceedings that wont on in 
the United States a ccrtain time ago, but it has been the 
practice in the past for companies to have a circular price, 
The large producers? 

Well, all of them. And then, depending on the law of supply 
and dcmand, naturally if there was not an immediate market 
for the coal it went off circular. whether thero will be a 
Circular or not, I don't know. I+ depends upon what can 

the industry do under prescnt-day conditions to get together 
and try to decide how they can stay in business on a sound 
basis of rcasonable profit. We don't know in the ynited 


States how you can do that, but in the past we could do it, 


Now I don't want to skip onc question you asked me, the 
supply question. The same question was asked Mr. Howe ycs-= 
terday. Using his figure, the 150 years is our mineable, 
obtainable coal, theat.isa *nd yoars of rcscrvc. 

So that you have a commodity which you are anxious and wili- 
ing to sell wherever you can find buyers? 

Yes sir, and we arc going to be extremely anxious after the 
war, becausc in this whole qucstion is the competitive 
Situation that is going to arise on oil, and if I may speak 
On that for a minute, oil receivas preferential treatment, 


as I understand it, in this country. There is no tariff on 
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On -orude oil, 

Therefore people who use oil burners in Canada pay no tar~ 
iff, which is a further handicap to Pennsylvania anthracite. 
I think there is a provineial tax in sonc provinces. f[ 
don't know about down here whero you scll most of your 
anthracite, 

I think that tax is probably on gesolinc. 

Oh, there is one on gasoline, but certainly thore is on 
fucl oil in some places. Crude oil comes in duty frcoe from 
the mid-continent and Ponnsylvanie anthracite comcs in and 
has to jump a 50 ccnt barricr? 

YESe 

Now I just want to have a word from you on this. As I 
understand the situation, this is it: Pennsylvania anthra- 
cite producors regard their Ontario and Quebce business, 
Canadian business, just as much a part of their ycar's 
OpGrations as thcy do coal business in the United States? 
Very definitely. 

“nd when they are blocking out their season's opcrationg 
Canade figures in the picture just as much as do the States 
Of New York, Pennsylvania and Ohio? 

i think you can say 1b a little “ditfercntlys” fGen Gai 
we recognize in the Unitcd States this line here which is 
the boundary linc. You are a part of our living and a part 
of our business. 

That is what I want to get cloar. Now you say that the 
equipment is lergcly designed to burn Pennsylvania anthra~ 
cite, that is in Central Canada? 

That is as I undcrstand it. 

That is lergely a case of the ancientness of the installa- 
tions? 

In some cases that is correct. 

Beeausc in gome of those dwellings in Ontario, which some 
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BY THE CHAIRMAN: For which you arc truly thankful. 

BY MR. FRAWLSY: They were ell designed originally to burn this 
coal, because therc was no bituminous coal being sold there 
in thosc days? 

4 That is correct. 

Q It is not a matter of credit? It is a fact, it is there and 
you people are pecine advantage of it? 

& Perhaps that is correct, In thc future, however, the fuel 
industry is going to do everything possible through research 
to have the type of equipment put in that will bum its fuel 
most advantagecusly. I skipped that appendix, and I dontt 
want to take up time, but we have an entirely new method of 
burning anthracite that we think offers great pogsidvilitiss, 
If we get that equipment in that will only burn anthracite 
Wesers 20ing to do it. 

Q@ You, I suppose, think your Pennsylvania anthracite is a 
better anthracite than Scotch and Welsh? 

A& We do. 

Q Then why are you bothering with the 50 cent duty? Do you 
think you can sell it without it? 

4 I don't think we should have that handicap of the 50 cent 
duty, particularly when your taxpayers are paying it anyway » 
fcr the reason I mentioned a little while ago, but we be~ 
lieve--and you take this record which we describcd in the 
brief here of the way the United States has taken care of 
its business right through World War I:and II--we just don't 
see why we should be penalized by having a price handicap 
there that should not be therc. Now I know that in some 
cases they scll at a little higher price than Pennsylvania 
anthracitc, but why have that othcr 50 cent question there? 


Particularly down in Montreal, where you séll a lot of it? 


p7®) 


& They think it is better coal, that's all I have to argue. 
I was told yestcrday that there were some anthracite gen» 
tleomen here from Pennsylvania that might like to add 


extemporancously to what you have said, and while that is 
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just a little bit out of the routine of this Commission, 
still I think the Commission would be glad to hear them, 

BY THE CHATRMAN: I think tho gentleman suggestcd he might have 
something to say about the appendix. 

BY MR. EuRNEST: I did mention it, Mr. Chairman, and I think I 
did in the earlicr part. Al I wanted to say is, I believe 
that we have to look at both the Cquipment picture ag well 
as the Mel picture, 

BY MR, FRAWLEY: I think what the Chairman was saying was that 
those other people who wanted to say something perhaps 
wanted to dircct their remarks to the appendix. 

& I don't know, 

BY COMMISSIONER MORRISON: On page 4 of your brief you referred 
to this overseas anthracite being imported by two firms. 

You indicate the cause of thcir inability to get supplies 
and you had to take up the sleck. Were these two firns 
part of the outlet for Ponnsylvania anthracite when Welsh 
anthracite wes not available? 

& “ell, I don't know the answer to that but it would not have 
heen of any help if they had been. We have all the dis~ 
tribution channels we necd here. 

Q The american anthracite immediately became available to then 
when they couldn't get the other? Because they wore cone 
peting with overseas didn't stop you from giving them Penn- 
Sylvania anthracite when they couldn't get the other? 

A That's right. In some cases I am told that was done, 


BY THE CHalRMaN: Thank you, Mr. Harneste 
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DY MR. RRAWLEY - The next witness Will be Dr. G. A. Lamb from 
Washington, and I will begin by asking him to introduce himself 


and then to make his Statement to the Commission. 


DR. G. A. LAMB -~ My Paynes George 4. Lamb, and I am Assistant 
Director of the Bureau of Mines, United States Department of the 

Interior. My office is in Washington! It is a permanent 
organization established in 1910, and among its activities it 
carries on investigations into all Kinds) of mining, the use of 
explosives and safety devices, and collects mineral Statistics, 
and during the war worked with the Solid Fuels Administrator 
with respect to statistics ana technical matters relating to 
production and use of coal. Prior to my appointment to the 
present position in 1944 I was with the Solid #uels Administrator, 
and previous to that with tno Bituminous Coal Divisions, and with 
both of those I was in charge of economics and statistics. 

I propose to present six documents or exhibits, which 
are discussed in a summary statement. They may be identified 
as follows: - 

Exhibit 217 - summary Statement of Dr. Lamb. 

BY MR. FRAWLEY - Thon if you will begin with tho Exhibits 
Subsidiary to Exhibit 217. 
BY DR. LAMB ~ Yes. Tho first ono is - 

Bituminous Coal in 1943 - Marked Exhibit 218, 

BY MR. FRAWLEY - They have been referred to as Exhibits Ls 
&, Sand 4, We will simply eliminate the reference to them in 


Mr. Lamb's own statement, because they have been referred to, 


BY DR. LAMB - Briefly, this Exhibit 218 furnishes an inventory 
of the Bituminous Coal Industry in the United States on an 

annual basis through tho year 1943, on the cover. Inside you will 
note a map showing the various districts and price Series, which 
may be of some useful roference. On pages 20 and 21 an 


historic Summary of pertinent items in tho bituminous coal industry. 


These go back to the yoar 1890. 


The noxt one which is marked Exhibit 219 is cntitica 
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"Pennsylvania Inthracite 1945") and itvhas 4 supplement 
"Ponnsylvania jnthracite 1944" Which is marked Exhibit 220. 

In general it covors the Same materials as the previous exhibit, 
namely Bituminous Coal in 1943, 

The next documont which is marked Eynibit 22h is a map 
entitled "Total Distribution of Bituminous Coal and Lignite dur ing 
the year ondcd June 30th, 1944 by District of Origin and stato 
of Destination", This map shows the pattern of coal distribution 
including the movomont into Canada. It also outlines in convenient 


form the districts of origin in tho United Statos. 


BY MR. FRAWLEY  - These are tho producing districts? 
Paeelthat is right, Sir. 
BY_DR. LiMB_  - The next document which is marked Exhibit 222 
entitled "Bituminous Coal Distribution, Calendar Year 1944", shows 
in some detail for the calendar year 1944 the distribution of 
bituminous coal by uses, Biase and destinations. 

The next which is marked Dxhibit 223, is a one 
page table entitled "Distribution of Pennsylvania nthracite, 
‘pril 1, 1942 - March 31, 1943, by States, Provinces and Countries 
of Destination." 

snd tho last document that I wish to present 
is a one page tabulation ontitled "Comparison of laid-down costs 
of Nova scotia and American coals at selocted Uanadian Destinations, 
Total Excess Cost of Nova Scotia coals over Amerioan coals, Subven- 
tion rates paid on tho movements, Net Difference of Nova scotia 
laid-down cost to consumer after subvention comnared to United 
States cost, and tonnages upon which subventions were naid during 
2959." This is marked Exhibit 224, 

sll these documents, the first five that I introduced 

dealing with the statistical tables, are public documents published 
by the United states Department of the Interior. The last 
document is a compilation based on detail supplied by the offico 
Of the Coal Controller hore in Ottawa. 


In addition to these Exhibits, I have a set of more 
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dS. ~4365-~- Dr. G. A. Lamb _ 
detailed records which include price schedules and other 
material, which I am not introducing, but if the experts wish to 


ave that matorial I will bo glad to give it to them, 


DR, LiMB thon reads Exhibit 217. as follows 
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COsL TRADE BETWOEN CANAD. AND THE UNITED of. TEs, 

In 1944, the Unitod states Shipped 28.5 million tons 
of coal to Canada, of which 24.4 million tons were bituminous and 
the rost anthracite. Thoso shipments to Canada represented 
95 percent of the total U.S, coal exports. With few exceptions 
Since the coal industry becane a Sizable hus iness, the great 
bulk of U.S. coal exports have becn to Canada, Siminally, the 
United Statos has been onc of the larger markots for Canadian 
exports. 

Ordinarily, Canada produces about half of the coal. it 
consumes. It obtains the other half almost entirely from the 
United states. In the war periods 1914 to 1918, and 1940 to 1944, 
aS well as in other yoars, the U.S. propors, 7 haa pran mors thay 
half, being as large as 63 percent. In certain other years, 
it has droppod bolow the 50 percent ~ark. 

Just as U.S. coal exports other than Canadian are small 
generally so are the tonnages imported by Canada from countries 
other than the United statos. Great Britain has moved coal to 
Vanada yoar aftor year but only in the thirties did its tonnages 
tend to approach 10 porcent of the terete? Cansator nonsim+ion. 

In the majority of years sinco 1902, it was less than 2 percent. 
Other countries, also, have made modest attempts to exter the 
Canadian coal market but none has established a position of any 
Sienificanco. 

4S backed by statistical records, many contend that the 
importance of U.S, coal in Canada is a development supported by 
Sconomic factors. It is stated that the United States has cost 
advantages opon to the Canadian consumer which cannot be ignorad. 
Mining conditions and tho location of production give the 


Canadian coal industry disadvantages both in a large section of 
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S. -4366- Dr, G. i. Lamhe 
the Canadian market and as an oxportor. 

Contentions of this character are basic and call for 
analysis. First, howevor, some background of the U. 8. coal 
industry in order that comparisons may be more clearly understood. 

The coal industry is one of the larger industries in 
tho United States but is also one of the more important fron the 
standpoint of industrial oporations. It is the smrco for 55 
porcent of the onergy as compared with 29 percont for petroleun, 
Le percent for natural gas, and 5 percont for waterpower. The 
availability of an abundanco of coal has been a basic reason for 
the dovclopment of the vast economy of tho United states. 

fhe reserves cf coal in the United States are of groat 
magnitude. It is estimated that the grades bituminous through 
lignite will last 4,300 years at the rate of consumption averaged 
between 1935-39. This, of course, assumes that technological 
change will provide for use of the lower grade coals to offset 
the depletion of the better qualities which are more limited in 
amount.Nevertheless, the great coal deposits assure that the 
United states will have one of the basic necds for an expanding 
economy for many centuries to came. It means that the coal 
industry will continue to be a large business in the United States. 

: During the calondar year 1944, there was a total coal 
production of 684 million tons, which was made up of 64 million 
tons of anthracite, and 620 million tons of bituminous and lignito, 
the latter a rclatively small amount. The 684 million was the 
largest tonnage ever mined in tho Unitod States. 

The trend of coal production was upward, almost year by 
year, to World War I. 4 production of 279 million tons in 1900 
advanced to 678 million tons in 1918, which was the all time record 
until 1944, After World War I, there was a flattening on the 
production curve, with a sharp dip coming with tho depression of 
1929. Reoovery was slow during the thirties. 4 big change 
upward appeared with the increasing war demands that became 


apparont in the United States in 1941. (Exhibits 1 and 2). 
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BY DR. L1MB -~ Reference to Exhibits 1 and 2 provide basic 
information which has been used in this discussion here, 


DR. LAMB continucs Brier 


Coal deposits are scattered widely over the United States. 
They include a varioty of coals ranging from anthracite to lignite. 
Last yoar, 24 States and Alaska produced more than 100 thousand 
tons. The anthracite rogion, as commonly known, is located in 
eastorm Ponnsylvania. Small amounts of anthracite and semi- 
anthracite are minod in othor aroas. Most of the bituminous coal, 
generally around 70 percont, is producod in the appalachian area 
which extends from Ponnsylvania and Ohio to northorn Tennesscaa. 
Here also aro found the largor tonnages of the better é&rades of 
bituminous. Most of tho coal Shipped to Canada originates in this 
area. The mid-westorn ficlds of Illinois, Indianna, Iowa and 
West Kentucky, aro important producers, accounting for approximately 
£0 porcent of the total output. They furnished Canada with 
heavy tonnages of railroad fuel during the war. There are large 
coal deposits west of the Mississippi River, many of which are of 
the lower grades of bituminous or lignite. Because of grades as 
well as location to tho major markets, the western coals have not 
beon mined extensively. 

The principal use for anthracite is Space heating. 
‘Approximately 80 porcent is burned for that purpose. Bituminous 
has a variety of uses, principally in the industrial field. Last 
year, it was consumed as follows: Railroads 23 percent, coke and 
Steel industry 20 percent; electric power utilities 12 percent, 
manufacturing and othor uses 21 percent era ~-tait trade 23 nercant, 
Something over half of the coal handled by the retail trade was for 
heating, tho rest was for the smaller commercial users. In addition 
to consumption, approximately 7 percent of the anthracito production 
ana 5 percent of the bituminous production were exported, largely 
to Canada, 

The major market for anthracite is in the eastern statos 
north of the Potomac River. The large bituminous cosumption is 


in the aroa Illinois and east. is far as Statos are concerned, 
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<'s ~4368 ~ Dr; Ge as - Lamb 
Pennsylvania, Ohio, and Illinois, are the big users. There is 


an essential use for coal in every State. (Exhibits 3, 4 and 5). 


BY DR. L.MB - Reference to tho map and to the distribution 


documonts give more detail with respect to that particular subject. 


The history of the coal industry since World War I is 
well known. «appearance of competitive fuels and devclopments 
in fuel efficiency tended to narrow a market which previously 
had expanded almost yoar by year. At the same time, mining 
capacity, particularly in bituminous, had reached record levels 
after that war. The narrowing mart>+ on? ths execss capacity 
opened the way for vigorous competition. Bituminous coal, 
scattered over many States, and representing numerous companies, 
interests and customs, was particularly susceptible to price 
warfare. anthracite lost half of its market between tho two 
world wars. Prices declined steadily and bankruptcy became 
common. Bituminous gained its first reliaf unior N.R.a., and 
later in 1935 and 1937, was subject to more spccializc. measures 
in the form of minimim price regulation. Anthracite waited 
until World War II before realizing improved marketing cmlitic~ 

During World “Yar II, the coal markot was tight, the 
tonnages somotimes short, in spite of amazing performances in 
production. Prices advanced. Distribution control and mximm 
price regulation came to the front as major considerations. The 
minimum prico act was left to expire. The average bituminous 
SGal mine price of $2.19 per tom ,in 1941 had incpoasad to $2.69 
per ton in 1943. Anthracite went from $4.26 per ton to $5.06 
per ton over the same porioi, Wartime operating costs, including 
overtime payments, increase? about the same as prices so that 
there was little change in the financial condition of the coal 


industry between the two years. 
ur§ TV ha Part +54 


For purposes of simplicity, compar’ so”” 


to bituminous in considering tho ocoromics rolatod to the U.s, 
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coal exports to Canada, Pennsylvania anthracite has an important 
salc in Canida but because of grade can bo compared with tho 
Canadian bituminous only by use of the highly technical oxplana- 
tions. Comparisons in most cases will refer to the most rocent 
period not affectod by wartimc conditions. 

Contral Ontario is the largest Canadian coal markot,. 

In 1939, it roccived 11.3 million tons, or 39 percent of tho 
tonnage available for consumption in Canada. It has maintaincd 
its important position for ycars. qgucbee is the second largest 
consuming aroca but less than half tho size of central Ontario. 

The two, togethor, purchase woll over half of the coal usel in 
Canada, Neither of the two provinces are coal producers. Many of 
their destinations are distantly located from the major Canadian 
fields, and relatively close to the sources of coal supply in the 
United States where they obtain the bulk of their tonnage. They 
represent the major export markot for U. 3. coals. 

What are the marketing characteristics of the U. 3S, 
bituminous coals exported to Canada? Pirst, originating in the 
sappalachian area, the represent the better qualitics. second, 
they have aivantages over competitive Canadian coals with resnect 
to mining costs. Third, after adding to mining costs, the items 
of transportation, handling and tariff, they have favorable 
delivered costs as compared with the Canadian output. 

During the calondar ycoar 1939, the average mining cost 
for bituminous coal as reported under tho Coal Act was $1.94 per ton 
for the United States as a whole. It was $2.00 for the Anpalachian 
area, that is, Price Airea No, 1, where nearly all the coal destined 
to Canada originates. Individual districts of this area had 
costs ranging between $1.66 and 2.20. In the same year, Canada 
had mining costs of $3.42 per ton, excluding interest ani income 
tax items to make the average more comparable to figures of the 
United States. This is a differential of $1.48 above the avers+a 
for the Unito’ States, and $1.42 above Price rea pares Nova 
Scotia's cost of $4.21 was $2.21 above the sppalachian area, and 


4lberta's bituminous cost of 42.83 was 83 cents above the same area. 
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The first full calendar year under the Coal Act was 
1941, U. S. average cost in that year of $2.12 per ton reflocts 
a major incroase in wagos. It was $1.42 less than the Canadian 
cost of $3.54, Tho Appalachian average cost of $2.20 gave it 
$1.34 alvantage over Canada. During tho six yoars, 1936 through 
1941, the sppalachian area hai favorable cost differantials of 
botween $1.30 and $1.46 por ton. 

Tho average mine price in the United states was less 
that average costs betwoon 1936 and 1939, was 1 cent per ton abovo 
costs in 1940, and 7 cents above in 1941 when minimum prices were 
effective. It was from 2 to 17 cents below costs in the 
4ppalachian area from 1936 to 1940, and 5 cents above costs in 
1941. Between 1936 and 1941, mine realization in Canada was fron 
1 cent to 23 cents below mining costs excluding interest and incone 
hese In both countries, mining companies were active in other 
business to cffoect, at least in part, some of the deficits between 
costs and realization. Since costs and minc realization tend to 
approximate each other in the United States and in Canada, price 
levcl comparisons have been covered in the above discussions in 
costs. The United States has a definite advantage. 

BY MR. FRAWLEY - These Canadian costs came from the office of the 
Coal Controllor? 

a, Yes, that is right. 

BY THE CHAIRMAN - 4t the end of that paragraph - "In both 
countriss, mining companies were active in other business to effect, 
at least in part, some of tho deficits between costs and realization. 
Was that a part of tho mining? 

4, Some of the activities aro related to mining, such as operating 
Stores, rclating to transportation system, and something of that 
Character, some retail yards, and so on. 
DR. LsMB continues bricf._ . 

Without dctailod roferonco to other component costs 
involved in the markoting of coals, such as transportation, handling, 
and tariff - itoms fixed ovor long periods and for the most part 


by regulatory authority - attontion my be turned to comparative 
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laid down coal costs in Ontario and Quebec. Valuable information 
was furnished on this point by the office of the Coal Controller. 
It involves 48 destinations located in these 2 provinces. It 

shows that the U. S. coals were delivered from 13 cents to $2.16 
per ton lower than Nova scotia ooals in this large central market 
of Canada. for example at Hamilton, Ontario, Clearfield, Pennsyl- 
vania slack was dolivored at 94.75 por ton, $1.95 under Nova Scotia 
coals. Quebee reccived WVost Virginia lump at $5.89, or $1.21 loess 
than the Nova Scotia pricc. These laid down costs indicate clearly 
the competitive advantages of Unitcd States in Central Canada. 
(Exhibit 6). 

BY DR. LAMB - Dotails are shown in dooument No. 6, Exhibit 224. 
DR. LAMB (continues brief) 

The subventions authorized by Canada provide a convenient 
index on the marketing advantages of U. S. coals. Since they 
provide a mcans for erasing delivered price differentials in part 
or in whole, the subventions indicate the points where there are 
U.S. markoting advantages. Betweon 1928 and 1944, a total of 
over 37 million dollars on nearly 51 million tons of coal, an 
average of $1.21 por ton, was authorizod for this purnose. 

With respect to the 48 destinations in Ontario and 
Quebec in 1939, subvontions ranging from 31 cents to $2.16 per tm 


were paid upon 1-1/2 million tons of Nova Scotia coal. 


BY THE CHAIRMAN ~— I suppose that botween 1938 and 1944, this 

37 millions - thero were not very many subventions paid from 1941 
to 1944° 

A, Thore was quite a decline, Sir, in the amount paid during that 
poriod, that is right. 

DR. LAMB continues brief 


While the U. S. coals have marketing advantages in Central 
Canada, it go happens that Canadian coals have but Limited opportu- 
nitios for sales in tho United States. The major U. 5S. markets 


Arc south of tho central Canadian consumption area, and closer to 


the U. S. coal ficlds. 
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-4372~- Dre Ge Ap Lann 
The total Canadian coal exports amounted to 376 thousand 
tons in 1939. Of this total, 264 thousand tons, or 70 percent, 
were Shippcd to the United States. Exports to the United States 
increased during ths war years, being 307 and 412 thousand tons 
in 1941 and 1942 respectivoly, and were of Special assistance in 
meeting fuol neods of particular markcts. 

A larger part of the tonnage exported to the United States 
originatos in British Columbia and Alborta. The destinations ar. 
primarily in the state of Washington and in northorn Idaho. Now 
Brunswick is another oxporter to the Unitod States. It moves in 
excoss of 25 thousand tons to points in northern New England. 

British Columbia and Alberta ena) exnorts enter a markot 
in Washington and Idaho that is not largo in comparison with 
markets of the central and eastern states. In 1944, a peak fuel 
yoar for coal consumption, the state of Yashington used about 
2-1/2 million tons exclusive of railroad fuel. IAaho need arnnes 
half as much. Ordinarily, Washington obtains the larger part of 
its coal requirements from its own minos. These mines have a 
limited capacity and outside sourcos wco.u called upon to meet the 
added war necds. Besides Canada, coal was taken from Utah, 
Wyoming ani Montana which have large mining capacities. Washington 
also burns mich oil and wood for fuel. Most of the Idaho consump - 
tion is in the southern part of the state, within oacy reach of 
the Utah and Wyoming fiolds. 

Other states on the Yanadian boundary cast of Idaho do not 


have promising markets for Canadian coal. Montana has large 


mesorves Of coal mined at Low coste whteaniearn “sor ePmsnmntion 


centres. North Dakota has its low cost lignite output anda numb-~ 
of sources for bituminous. Minnesota and oast can obtain a wide 
varioty of coals at much lowor pricos than Canada can offor. The 
Only exception is the small market for New Brunswick coals in 
northern Now England. 

Reference to the 1941 minimm price schedules provides 
convenient comparisons on the coal market in the Pacific Northwest 


before the entrance of United states into the war. Those schedules 
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a ~4373- Dre Ga Aa Damn 
roflect a vast anount of marketing information, taking into 
account costs, transportation, sizos, uses, qualities, and othor 
marketing characteristics. With respoot to the minimm prices, 
Canada was classificd as a domestic markot and received tho 

same treatnont as destinations in the United States. Canadian 
mine prices are taken from "Coal Statistics for Canada". 

Copics of the price schedules and related information are 
available for the record. Thoy are voluminous and I shall not 
go into their details at the present. Several examples may 
indicate the market situation acequately. 

First, the case of Seattle, which is the largest city in 
Washington. In ordinary times, Seattle obtains most of its coal 
from the Washington fields, and also obtains tonnages fmm Utah, 
wyoming ani montana. British Columbia enters this market. 
Washington large lump coals delivered by rail into this market at 
minima betwoon $5.00 and $6.00 per ton. Tho minima wore largely 
the market priccs in 1941. Some truck coal came in at less than 
the rail price. Other coals wore delivered as follows: Wyoning 
$9.20, Utah $9.50, and Montana $8.25. There aro differences in 
the qualitios of these coals, Utah having the larger tonnages 
with the higher B.T.U. valuc. British Columbia lump coal had an 
average mine price between $5.11 and $5.44, the Island nines 
listing prices between $5.68 and $6.10. In other words, at 
Seattle the British Columbia coals had mine prices about the sane 
as the delivered prices of Washington coals. They had mine 
prices from $3.00 to $4.00 under the delivored prices of Nyoning 
and Utah, which provided sufficient margin for transportation 
and ontranoe into the market in particular cases. 

Spokane, Washington, and points north and east thereof, 
including points in Idaho (Market Arca 252), purchase coal fron 
British Columbia ana Alberta. Most of the U. 8S. coal for this 
area ordinarily originatos in Wyoming and Utah, which had 
delivered minimm pricos of $8.80 and $9.10 rospectively. Mine 
prices on Alberta bituminous lump averaged betwoen 4.12 and $4.60 


per ton. British Columbia lump, as stated proviously, averagod 
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oh -4374- Dr, G.A. Lanb 
botwoen $5.11 and $5.44. Those figures indicate that both 
Siberta ani British Columbia mine prices were considerably under 
the delivered prices of U. S, coals in the area and pernittod 
sizable transportation charges for movement. 

In the east, the high grade coal from the southern low 
volatile fields: had a delivored minimmn price at Portland, Maine, 
of $6.20 for lump and $5.26 for 3/4" slack. Nova Scotia 
had mine prices of $4.04 to $5.47 for lump, and $2.52 to $3.44 
for slack. New Brunswick listcd $4.28 to $4.90 for lump, 
and $3.26 to $3.60 for slack. 

BY THE CHAIRMIN -~ I suppose you mentioned the date somcwhore, 
when was that the mining price, what ycar? 

fr th LOS.) Sir. 

DR. LiMB continues brief 

The margins betweon the Canadian mine prices and the 
U.S. low volatile coals at Portland, Maino, were not as large as 
those between the Western Canadian coals and U.S. coals shown 
as oxamplos in tho Pacific Northwest. Better comparisons could 
be given on the eastern situation if delivered priccs on Canadian 
coals at Portland, Mainc, and other points had been available. 

In goneral the markoting of Canadian coals in tao 
United Statos was at points distantly located to U. 5. sources 
of supply. Theso are points, howevor, which take 2 relatively 
snall amount of coal. Tho great majority of narkets in the 
United States are ablo to purchase their tonnages Tras, o, 
mines at favorable price difforontials as against the Canadian 
quotations. 

Prico comparisons for recent yoars are not satisfactory 
bocause of war disturbances. Sinilarly, the transition to 
peacetime is too new to forecast accurately for the future. 
However, noticcable advances havo been made in U. 8S. operating 
ae during the war, and these indicate that the U. 3. ooals 
will continuo to have favorable prices in the Canadian market. 
Also, the Canadian coals will have but a limited market in the 


United Statos. 
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DR. G. 3. LAMB (Sworn) EX.MINED BY MR. FRAWLEY 

4. 2 only want to ask you a couple of questions with regard 

to Exhibit 224, which is tho sheet comparing American coal with 
Nova Scotia coal. I want to bo sure I quite understand what 
you have done. Let us take the first one, That means that 

in 1939, 6,012 tons of Nova Scotia coal, slack, was delivered 
into :cton, Ontario, That coal cost laid down $7.50, and the 
competing coal was West Virginia which had a laid down cost of 
$5.76? 

Pe tient. 

4. Therefore the total excess cost of the Nova Seotia coal 
over the United States ooal was $1.72, and with the subvention 
that was paid per ton, was $1.66? 

m. Right. 

Q. That loft the Nova Scotia coal at a disadvantage of 6¢, 

but apparently neverthe. ess the Nova Scotia coal went in? 

eee nat is right. 

Q. And there was paid 6,012 t-mes $1.66 under subvention? 

aor thay is right. 

Q. Then ££ wo take another oxanple of a shipment to Georgetown 
of nut slack. As I read the story fra this exhibit 8,205.75 
tons of Nova Scotia nut slack wont into Georgetown. It hada 
laid down cost of $5.99. In compotition with U. S, coal fron 
Clearficld which had a cost of $5.42. Therefore the barrier to 
bo overeone was 57¢, but that subvemtion was paid at $1.64 a 
ton, which nade a difference of $1.07. In othor words, this 
story without an explanation fron the Fuol Board, (which I an 
Sure they will givo us, and I am going to ask them for it) would 
rather indicate on the faco of it that they paid $1.07 too mech 
subsidy, if the subsidy was intended to onable the Nova Scotia 
coal to get into that particular account? 

4, I judge the subventions are based on some standards, and 
when you get particular coals you may find variations. 

Q. I am just assuming that tho Order-in-Council provided that 


the Nova Scotia coal could mect tho American competition. Then 
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we find what thoy got gave them $1.07 more. Thon as you go down 
you find that most cases were cases in which the subvention 
provided was not enough to onable the Nova Scotts coal to get 
into that market. Therefore, presumably, if the Nova scotia 
coal went into those accounts they lost money. and we find in 
many many casos tho Nova Scotia ooal went in at losses of 42¢ 

a ton, 397 a ton, 93¢ a ton, and go on. I wanted to be quite 
clear. Those are just statistics which you or your staff were 
good enough to come to Ottawa and obtain from the records of the 
Coal Control, to place the coonomics of the American movement 
into Canada before the Commission. 

ae nat is right. 

Q. There is no point in going through the whole List, but there 
is a fairly large tonnage of 298,000 tons that went into Levis, 
yuebec, which appears about a third of the way down on the shoct. 
That means, docs it, that the laid down cost of the Nova Seotia 
coal, slack, was $6.87, competing with West Virginia whose laid 
down cost was #5.22, and that obviously left an excess of $1.65: 
the subvention was $1.01, and that loft tho Nova Scotia coal at 
a disadvantage of 64¢ a ton; but apparently the coal still went in. 


*. That is right. 


BY THE CHAIRM:N - Tho Commission want to thank you, Dr. Lamb, very 
very cordially indecd for ooming down to Ottawa and picking up 

tois vory valuable information. You are in somewhat of a different 
position to the other gontlomen here from the United States. 

I understani you are employed by the United States Government, and 
I don't suppose the Unitod States Government would take very 
particular notice of any thanks we would oxtend to them, but wo 

do wish to extend to you the very very sincere appreciation of 

this Commission for the very valuablo information you have given 

to us, and for the time it mst have takon for you to compile 

@ll this. 

BY MR. FRAWLEY - I might add that I had to go to Washington 

ON Several occasions, and I can subscribe very heartily to 


6verything tho Chairman has said, in expressing my apnreclation 
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for tho courtesics which Dr. Lamb extondcd to me when I was down 


there. 


BY MR. FRAWLEY - I will now call upon Mr. Roy s. Kern, who. 
reprosonts 27 coal-carrying railrcads of the United States of 
america. Mr. Kern would you please just introduce yourself, and 


then put your brief on record. 


BY MR. ROY S. KERN - My name is Roy 8. Korn, of Pittsburg, 
Pennsylvania, and with My. 0. EH. Schultz of New York I have 
propared, at the instanoo of 827 class 1 coal-carrying railroads 
of the United States, a short brief, in which wo have undertaken 
to indicate, with the Commission's approval, the extent to which 
the United states' railroads (or tho 27 specific railroads for 
which I speak) have an intorest in, and fool they perform an 
essential service for the Dominion of Vanada. 

If the Commission pleases, I would first like to state 
that the American Railroads appreciate deeply the privilege of 
coming before you and submitting what thoy think the Commission 
might view with approval from the standpoint of our railroad 
industry. 

Some of the railroads, I might state, also operate in 


Canada, such as the Wabash, Pero Marquctte and New York Central. 


MR. KERN then presented his brief, as follows: 


To the Royal Commission on Goal, 
Ottawa, Ontario, Canada. 

The Railroads of the United states named in statement 
marked Appendix A, attached hereto and made a part hereof, have 
boen informed that your Honorable Commission {s ¢mducting a 
comprehensive investigation of the problems which now, or will in 
the future, confront the Dominion of. Canada in tho obtainance, 
either through domestic production or importations, of adequate 
Supplies of coal adapted to the many and caricd uses to which coal 
is put in the Dominion. These Railroads are the principal 


transporters of United States coal to the International boundary 
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for interchange with Canadian Railroads or to Great Lakes Ports 
from which it is trans-shippod by vessel to Canada. They, 
therefore, believe they have a direct and substantial interest in 
the Commission's investigations and beg leave to submit the 
following statement of facts and other representations in the 
hope that such may aid the Commission in its determinations and 
findings. 

It is desired to state at the outset that this Brief 
Will do no more than point out Objectively and realistically 
some of the important facts and reasons showing the interests of 
the railroads, partios hereto, in the Commission's investigation; 
the necossary and important place which they occupy in the economy 
of the Dominion of Canada and to urge that the Commission mko no 
findings or recommendations which will intorfere with or curtail 
the use of the coal transportation facilitics and services which 
have beon provided by tho United states Railroads and which are 
constantly available to the people and tho industrios of Canada 


for the movement of essential coal supplies both economically and 


expeditiously. 


1. THE IMPORTANCE OF COAL TO CANADA 

Coal (inthracite and Bituminous) and Coke, manufactured 
from coal, constitute Canada's chief sources of energy and fuel, 
They exceed in meer all other kinds of mineral fuels and 
water power. ‘the latest statistics available on this subjeot 
are those contained in Table 26 of "Coal Statistics for vanada 
for the calendar year 1942" issued by the Minister of Trade and 
Commerce. They show that the consumption of coal and ooal-coke 
in 1942 was 43,030,000 short tons and that the coal equivalents of 
all other mineral fuels, viz: natural gas, fuel and gas oils, 
gasoline and kerosene, and of water power combined in the same 
year amounted to 38,868,000 short tons, It is thus apparent 
that Canada is oe ace aiens upon coal more than upon any or all 
other sources of fuel and power now avetaeniie and it is, conse- 


quently, essential to the welfare of Canada and its people that 
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the nearest, most economical and best sources of supply be 
fostered and prosorved, It 4s the anthracite of Eastorn 
Pennsylvania and the bituminous coals of the groat Appalachian 
Rogion in Ponnsylvania, West Virginia, Maryland, Ohio, Virginia, 
Kontucky and Tennessee with billions of tons of coal reserves 
that constitute, at once, Canada's most dependable insuranoe 
against fuel shortages and an absolute guarantee that the necessary 
additional fuel and power, which the economically bright future 
of Vanada mst have, will be supplied. That the coals of the 
United States occupy this important and stratcgic place in 
Canada's economy was recognized and succinctly stated at page 8 of 
the 1942 coal report of the Minister of Trade and Commerce as 
follows: 
"The Canadian Coal Areas are situated in 
the Eastern and Western Provinces, while 
the areas of densest population and greatest 
industrial devclopment, in Ontario and Quebeo, 
are more easily and economically suppliocd with 
coal from the nearer coalfields of Pennsylvania 
and Ohio." 

The Railroads of tho United States, and more particularly 
those partics to this Brief, are the only existing adequate means 
by which those "more casily and economically supplied" anthracite 
and bituminous coals may be transported to and beyond the 
intornational boundary and as such constitute an indispensable 
part of any sound plan or action designed to protect and promote 
Canada's coal supplies. Horoinafter somo of the facilities of 
the United States Railroads, which were constructed for, and are 
in largo part utilized in the handling of, Canada-bound coal, will 
be mentioned, but at this point it is desired to emphasize only 
that the existence of the railroad facilities between the coal 
mines and tho international boundary which are capable of trans- 
porting coal to Canada in virtually unlimited quantities is, and 
should be considered by this Commission to be, a great asset to 
Canada without which there can be no positive assurance that 


Canada's coal requirements will be mot year in and yoar out regard- 


less of the conditions of world trade and commerce. 
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The proof of this broad statoment is to be found in 
many of the statistics published by the Dominion's Ministor of 
Trade and Commerce but more especially Table 24 of the report 
for the calendar year 1942. For convenient reference it is 
reproduced as Appendix B attached. It shows the annual consump- 
tion of coal in Canada for tho years 1902 through 1942 classifiod 
by the principal countrios of origination, i.e. Canada, United 
States of Amorica and Great Britain. The Significance of this 
tabulation is that throughout all of the forty-one year period the 
Unitod States coals have beon available to Canada according to 
the greatly variant requirements of the market and that they have 
served unfailingly to replace or supplement importations from 
other countries especially Great Britain during periods when other 
sources of supply were interrupted or sourtailed by reasons of war 
or for economic causes such as the great British Coal miners! strike 
of 1926. Thus it appears from this tabulation that during World 
War I British coal completely vanished from the Canadian market 
whereas consumption of coal imported from the United states rose 
from a prewar figure of approximately 14,000,000 tons to 21,675,000 
tons in 1918. The experience of World War II was similarly 
striking for the consumption of British importations shrunk from 
in excess of a million tons annually to 4 mere 389,000 tons in 
1942 whereas consumption of coal fran the United States rose from 
about 11,000,000 to 24,140,000 tons. It is also of importance 
that the Commission should consider the fact that during those 
critical war periods the consumption of Canadian produced coal was 
not materially increased so that in he final analysis it was the 
United States coals alone which enabled Canadian industry to 
increase its productivity in keeping with the demands of the war 
offort and greatly enhanced the ability of the Canadian Railroads 
to meet the increased transportation burdens placed on thom by the 
stimlus of war. The railroads, partios to this brief, do, 
therefore, earnestly urge that the Commission give consideration 
to the proven value to Canada of the constuntly available United 


States Maes and of the railroads which stand ready to transport 
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we -4381- Roy 8S. Kern 
such to Canadian markets at all timcs and ospocially during poriods 
of national omergoncy or pcril. 

It, of course, may be possiblc, and the figures in 
Appondix B scom to indicate, that during times of peace and unin- 
paired world trade Canada may import conl supplics from nations 
other than the United States and may substantially increase the 
production of coal within her boundarics, wt it is respoctfully 
submitted such results have boon, and can bo, obtained only through 
methods or by means which constituto barriers to, and discrimina- 
tions against, the primary and most logical smurces of coal supply, 
i.o. the producing areas of tho Unitod Statos herein described. 

It would, wo think, be shortsighted, novrhans ovon dangerous, for 
Canada to adopt policies which would bar or curtail the marketing 
of United States coals within its boundarios as to so affect tho 
productivity of mincos in the United States and the coal carrying 
and handling facilities of railroads that they may not be able to 
respond instantaneously to Canada's necds if and when coals fron 
other sources, that may have become entrenched in the markot 
through legislative actions rather than by economic forces, bo 
Bericusly curtailed or cut off. 
II, COAL TRANSPORTATION AND HANDT ING PACTT.ITIES OF 

UNITED STATES RATTROADS ARE OF unsAT VALUE TO 

THE DOMINION os CaNaDA, 

The railroads, parties to this bricf, operate generally 
in the Eastern District and the Pocahontas Region of the United 
States, and as a group thoy constitute the largest 2091 transnorta- 
tion agencies of this or of any othor nation. Coal is by far the 
principal commodity transported by them and upon it they rely for 
approximately ono-half of theiz tctal trof*fic and for about one- 
third of their gross revonua. Necessarily, theso railroads are 
to a large oxtent designed and used for the economical and efficient 
transportation of coal in hugh quantities. Oftontimes they havo 
been charactorized quite aptly as "coal carrying machines”, It, 
therefore, follows that a groat part of their investments in roadway, 
Oquipment and facilities wero occasioned especially for tho trans- 
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= -4382- Roy »o. Kern 
carrying oquipment and facilitios of Unitcd States railroads aro, 
and were intonded to be, used indiscrininatoly in the handl ing 

of traffic to Canadian as woll as to United States markets accord- 
ing to tho noods of coal shippers and receivers. 

It is not possible to compute or even to approximte 
accurately the proportion of the facilities and equipment owned 
and operated by United States railroads which were cmstructed 
and are required to serve the needs of the Canadian coal market, 
but there are certain data available that will convey to the 
Commission a general idea of the extent to which sone of the 
facilitics are used for that purpose. 

Much of the coal oxported fmn the United States to Canada 
Beves by rail to ports cn the “ :7* Taberg end *hernere by vessel. 
There has been oompiled from the records of the carriers, and 
attached horeto as appendix C, a statement showing the total move- 
ment of cargo coal through Great Lakes ports for the decades 1975 
through 1944, The statement also classifies the total lake cargo 
coal movoments to indicato thet which was trans-shipped to United 
States ports and that to Canadian ports. It is to be noted that 
Poeekatter in 1943 constitutc*® 7*° s22 in 1944 28% of the fotals, 
These, it should be understood, are overall avorages. The pro- 
portions of Canada-bound coal to the total traffic differ at each 
dook and from year to ycar oxcopt that the docks at Charlotte, 
Oswego and Sodus Point, N.Y. on Lake Ontario, handle Canada—bound 
coal almost oxclusively. 

BY MR. FRAWLEY - 1943 was the high point Mr. Kern? 
4, In that ten year poriod. 


MR. KERN continues briof. 


Fron the figuros rocited, it is apparent that currently 
an average of 30% of the ntilir.4 earacity of the facilitios owned 
or oporated by United States railroads for u.. ..-nsfor of coal from 


railroad cars to vessels at Great Lakes ports is requiroi for the 


movenent of coal to Canada via Lako. The cost of the car~dumping 


machines and other coal handling facilitics on tho twenty coal 


docks ownoa or overated by Unitod Sstetos railroads at Groat Lakes 
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DS. ~4385- | Roy 5. Kern 

ports and tho lands supporting them is conservatively estimated at 
fron +20 to 26 million dollars. Based upon utilization of thirty 
percent, the proportion of the total investment assignable to 
Canada-bound traffic is, thorofore, from $6,000,000 to 7,500,000. 
These figures relate solely to the coal docks and do not includo 
any part of large investments of railroads in the oxtensive yards 
and other facilities which have been constructed and are used 
exclusively to serve the docks nor do they include the cars and 
locomotives necessary to the transportation of the coal to the 
docks. although the actual or approximate values or costs of 

the facilities other than coal docks are not immediately obtainable 
it is certain that collectively they exceed by many times the cost 


or value of the coal dooks. 


BY MR. FRAWLEY - I suppose it would be difficult to speculate 
on whether or not you would still need the same size docks even 
if you wore not shipping that 30 percent to Canada? 
A, We certainly would not nocd the same facilities if we were to 
lose 30 percent of the mwsiness.. Whothor or not they would be 
maintained for any length of time might be questionable. 
Q. Thon you would say nart of that, say 30 percent, is thero 
because of the Canadian business? 
a. Yos, I think that is a fair statement, because without the 
Canadian business the railroads would not have done a lot of things 
with rospect to those particular facilities that they have done. 
Q. If you had never had the Canadian business you would not have 
had that 20 to 25 million dollar investment? 
4, It probably wuld not be as great as it is. 
MR. KERN continues brief 

And the Commission should also realize that the tonnage 
Shipped in 1944 to Canada through Great Lakes norts was only about 
60% of the total movenent to Canada. Tho remaining 40%, amounting 
in 1944 to more than 11,000,000 tons moved via the many all-rail 
routes in connection with which Unitod states carriers have expended 


vast sums of money to provide and maintain interohange facilitics 
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(including car ferries and slip docks) with the Canadian Railroads 
at border points. They, of course, aro used for the movenent of 
other conmoditicos to Canada and for traffic in the roverse 
direction, but the tomage of Canada-bound coal greatly exceeds 
evorything else. 

another indication of the oxtonsive coal carrying 
facilitics which United States railroads havo made available, and 
maintain in part for Canada's benefit, is the number of o0al 
earrying cars owned by the railroads of the Eastern, sllogheny 
and Pocahontas Districts on which most of the coal exported to 
Canada originates. As of August 15, 1945, those roads had in 
operation a total of 571,980 coal carrying cars with an aggregate 
coal carrying capacity of about 32,000,000 net tons. These cars 
are so utilized under car service rules that they constitute what 
may be termed a pool out of which Canadian coal receivers may and 
do secure equipment for the transportation of their coal supplies 
when and as needed. 

The large ownership of cars, especially the coal-carrying 
types, by United States railroads is, because of the substantial 
movement of coal to Canada, of incalculable valuo to the Dominion 
of “anada in another way. Aftor cars of ooal are made enpty 
at Canadian destinations they are available for loading by 
Canadian rail shippors and it is common knowlodge shat they aro 
so utilized to tho oxtent necossary to make up deficionoies in 
the supplies of cars owned by Canadian railroads. In this manner 
the capacity and usefulness of Canadian railroads are greatly 
enhanced without any capital risk or investment on their part. 

BY THE CHAIRMAN - Does not that only refer to war tines, 
that depletion or insufficiency in supplics of cars by Canadian 
railways, is it not only a war tine matter? 

A. It was probably greater in Canada during the war, wt it 


exists all the time. 


Q. I didn't know. I did understand that the Canadian railways 
before the war were well equippod with cars an i that kind of 


thing, to take care of all of their business. 
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4, That may well have been, but the records show the fact that 
there were more cars normally on Canadian railroads than Canadian 
railroads owned, 

BY COMMISSIONER McLAURIN - You are talking of coal cars? 

a, (fos: 

¥ Is it not a fact than you had ninotcen thousand nore Canad ian 
cars than woe had «merican cars: that for a period of about 1-1/2 
years the 4nerican railways wore in dobt to the Canadian railways 
for cars. “So if the American railways meet our needs in respect 
to coal cars, and wo mect their necds with respect to box cars.. 
BY COMMISSIONER MORRISON - You couldn't expect Canadian coal 
cars there because we don't ship coal thore. 

BY THE CHATRMAN - A sort of reciprocal arrangement between 
railways. 

BY COMMISSIONER McLAURIN -~ The point you are making is that our 
Canadian railways have coal carrying cars only to a linited extent? 
4. That is probably true. You equip a railway according to 

your needs, but a coal carrying car can be used for a lot of other 
purposes than the carriage of coal. 

Q. Pulp wood, and gravol? 

4, Yes, and sand, and pig iron. 

BY MR. FRAWLEY - You say the 4merican railways find it profitable 
to keep their own coal cars in their own traffic, and pay the 
rental fee. 


BY COMMISSIONER McLAURIN - What is the rental? 


4. $1.00 a day. 

Q. What is a car worth? 

S. I'n sure 7 don't know, but the dollar a day is approved by 
the I.C.C. to be a nominal rental. 

4. We might pay the rental instead of owning the cars. 


BY MR. FRAWLEY - The American railways want to get thoir cars 


back as quickly as possible. Do they pormit the Canadian carriers 
to uso thon as long as they pay the rental? 

4, They are obligated to load it in the direction of the owned 
railway. That, however, is something that can be played around 


With nretty effectively. 
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4. Mr. Matheson says that tho rental is 1.15 a day, that that 
is the regular basis. There was some arrangements worked out 
with 0.D.T. about cars. 

4. The 0.D.T. has worked out a lot of arrangenents. 

BY THE CH.TRMAN - Mr, Frawley, I understand that there are no 


other witnesses available for today. 


Q. Do you think we might sit lator and finish with Mr. Kern? 
i. I am sure Mr. Kern will be glad to. 
MR. KERN continues brief 

To demonstrate the fact stated, we need but call ee 
to the situation on 4ueust 15, 1945. Records of the Association 
of 4merican Railroads show that as of August 15, 1945, Canadian 
railroads owned 21,075 hopper and gondola cars and that there were 
on the lines of railroads operating wholly in Canada a total of 
33,754 cars of these classes, indicating that the number of cars 
in the possession of, and being used by, the Canadian railroads 
was 160.2% of the number which thoy owned. The difference between 
the cars on and the cars owned by Canadian Railroads of 12,679 
represent cars owned by railroads of the United States chiofly 
those partics to this brief. This condition, it should be stated, 
is not unusual but is fairly representative of the situation as 
it has existed for some tine past. Just what effect the withdrawal 
of United States coal cars from Canadian railroads would have may 
not be foretoid accurately, but certainly it would greatly diminish 
the overall capacity and usefulnoss of Canadian railroads. United 
States railroads, of omrse, have no intention to discontinue the 
interchange of equipment with Canadian railroads but, should the 
movenent of coal to Canada bo stopped or appreciably curtailed, 
the offoct upon Canadian railroads would be about the sane as the 
discontinuance of intorchange arrangements. 

The foregoing is far from a complete discussion or 
description of all of the coal handling facilities owned and 
operatod by the United states railroads and of the benefits which 


Canada derives fron them in obtaining its coal supplics and in 
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De ~4387- _Roy 8S. Korn 
other ways, but it is deemed to be sufficient to denonstrate thoir 
importance to Canada and to show that without the United States 
Railroads thore could be no such thing as an assured, adequate 
and regular coal supply in Canada, particularly in the "areas of 
densest population and greatest industrial development on Ontario 
and Quebec”. 
TEit CANADIAN IMPORTATIONS OF UNITED STATES COAL 
DURING WORLD WAR II, 

Hereinbefore we have mentioned that during times of war 
Canada has relied greatly upon the United States for coal supplies 
necessary to sustain her wartime economy. It is now our purpose 
to describe in somewhat greater detail the extent to which Canada's 
importations of United States coals inereased during World War II 
and the fact that percentagewise such increases greatly exceeded 
the increase in production at mines in the United States norwith- 
standing the constant and widespread coal shortages in this 
country throughout the poriod of the war. 
BY MR. FRAWLEY -= When you say "this country” there, you mean 
your own country? 
4. Yes. 
Q. That is, whore this was written, not where it is being read? 
i. 108s 
MR. KERN continues brief 

Appendix D attached hereto and made a part hereof, shows 
the situation with respect to bituminous coal during the decade 
1935 through 1944. The percentages are computed using the 1935 
figures as the base. It is to be noted that in 1944 there was 
produced in the United States 620,000,000 tons of bituminous coal 
reprosenting 166.5% of tho 1935 production. Canadian importat ions 
in 1944 were 269.6% of the importations in 1935. Thus Canada 
shared in the United States inoreased production to a very much 
greater dogrec than did the industries and consumers in the United 
States notwithstanding tho fact aforesaid that throughout the 
period of the war coal shortages in the United States were practi- 


Cally continuous and at some times and in some places very acute. 
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S. -4388 - Roy 8. Kern _ 
In comparison to the great increase in production in 

the United States, and tho liberal share of it exported to Canada, 
it should bo noted that Appondix D shows the production in Canada 
in 1944 was but 122.5% of the 1935 production and also that 
Canada's 1944 production was less than in any year back to and 
including 1940. & comparison of tho statistics in 1940 and 1944, 
the first ani last completo years during which Canada was at war, 
is also significant. In 1940, the bituminous coal production 

in the United States was 453,000,000 tons and in 1944 it was 
620,000,000 tons, an increase of 167,000,000 tons or 36%. On the 
other hand, Canada's production in 1940 was 17,566,000 tons and 

in 1944 17,010,000 tons, a decline of 556,000 tons, or 3.2%. 
Canada's importations of bituminous coal from tho Unitea States 

in 1940 were 13,536,000 tons and rose in 1944 to 24,366,000, an 
increase of 10,830,000 tons, or 807%. From this it is plain 

that despite the onormous war time domands for coal in Canada 
conditions in the Canadian mining industry were such that coal 
production fell off. actually Canada's coal production after 
reaching a peak of 18,865,000 tons in 1942 dropped to 17,010 ,000 
tons in 1944 during which period importations of bituminous coal 
from the United Statos increased from 21,016,000 tons to 24,366,000 
tons. It is thus apparont that whon Canada needs coal the 
United states supplics it and the ontiro record of wartime control 
boards in the United States, more especially the office of Defense 
Transportation and tho Solid Fucis Administration for War, 
contains no instanco of substantial curtailment of the exportation 
of coal to Canada. On the other hand, both of those agencies 
issuoa and onforced many regulations affecting tho distribution 
and consumption of coal in tho United States to the end that acute 
shortages might bo alleviated and the available coals utilized 

in the bost intorests of the war effort. It was principally 
bocause of the almost total lack of controls or limitations on 

the movement of bituminous coal to Canada that the showing on 


Appendix D, so favorable to Vanada, was made possible. 
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Tho situation with respect to Anthracite is depicted 
upon -tppendix E attached. It shows that whoreas the total rail 
shipments of anthracite in 1944 wore 119.2% of 1935, the Canadian 
importations in 1944 were 251.2% of the 1935 figure. Anthracite 
Shortages in the Hastern Statos wero throughout the war, and oven 
now are vory acute an’ tho increased exportations to Canada if 
retainod in this country would have done and would do mich to 
reliove the situation. Notwithstanding the great need for 
anthracite in tho United States, there was no governmental act 
in this country which in any way discriminated against Canadian 
receivors; on the contrary Canada, in many respects, was greatly 
preferred over the United States' domestic markct. This, we 
submit, is the only possible reason why Canada received relatively 
more of the increased shipmonts from the collicries than did the 
inadequately supplied markets of the United States. 

The Commission, it is hoped, will in its deliberations 
also take into account the fact that throughout the period of the 
war the railroads of the United states wore required to handle 
the heaviest volume of traffic in their history and that they were 
at times strained almost to the breaking point. Notwithstanding 
this, neither the railroads nor the governmental regulatory bodies 
at any time took any actions that might have relieved the trans- 
portation situation in this country by curtailing the shipments to 
Canada. Nor did tho United States railroads deprive Canadian roads 
of the use of their cars whon there were severe shortages of 
equipment throughout coal producing areas which might have been 
relieved had it boen possible for Canadian railroads to function 
with a supply of. cars no grcator than the number which they owned, 

To avoid the vnossibility of misunderstanding or misconstim.- 
tion of these remarks, it is, desired to mako clear that nothing 
herein stated is, or is intondod to be, a criticism of the policies 
and actions of the Unitod States during the war which made it 
possible for Canada to moct its coal‘and transportation requirements, 
Those policios, under all the circumstances, were eminently proper 


and would, it is certain, bo ropoated should like condit‘tons recur. 
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In mentioning these facts, wo do, however, want to assort, and 
we hope the GComsission will realize, that tho hugh rosorves of 
all Kinds of coal and the great capacity of the railroad facilitics 
in the United states aro an ever present assot to Canada upon 
which she may in the future, as in the past, rely implicitly for 
e0al supplios s* essential to Canada's welfare and future 
prosperity. It would indeod bo a grave injustice to the railroads 
and coal industry of t:: Unitod States and nore especially to 
the people of Vanada should there over be any actions taken 
either by Canada or by tho United Statos which would in any way 
or to any oxtent intorforo with tho ability of the coal industry 
in the Unitcd states to produce and the railroads to handle tho 
great tonnages of coal which Canada mst import at any time but 
particularly during periods of war or when domestic production 
and importations from Britain are seriously curtailed. Wo hope 
and conficontly believe that this honorable “orriseinn » {11 not 
make recommendations which would, whether by design or accident, 
create or tend to create such an unfortunate condition. 
TV. UNITED SP..TES RAILROADS! COLL FREIGHT RATES WERE 
NOT INCREH.SED DURING WORLD Wak II. 

aS a final observation, tho United States railroads, 
parties to this brief, wish to point out that aespite the denancs 
Which were made upon theri during the war scr! ld, tho greatly 
increased costs of materials and supplios, substantial increases 
in wages, and unprecedently high taxos, their freight rates on 
coal to Canada or to gateway cities are now at the level estab- 
lished on Novenber 15, 1937 on bituminous ¢°91 and on March 28, 
1938 on anthracite. They were subjected to no advances during 
World War II except a tommorary energoncy increase of only five 
cents (5¢) per net ton which was in offect on novoront 
the United States as well as to Canada for a period of fourteen 
(14) months ending May 15, 1943, undor authority of the Interstate 
Commerce Commission in ex parte 148. 


The stability of the railroad coal rate levol and the 
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absence of inoreases notwithstanding the exceptionally high 
railway operating costs inured very definitely to the benefit 
of Vanada, and aided appreciably in her succossful efforts to 


avoid wartime inflation. 


V. CONCLUSIONS 

Tho Commission will gather from the facts and ropre- 
Sentations herein set forth that the railroads of the United 
States, partics to this bricf, consider the movement of coal to 
Canada, both via all-rail and rail-lake routes, aS valu*ble and 
highly desirable traffic, and they aro fully cognizant that tho 
revenues dorived therefrom contrimte materially. to their wolfar- 
and prospority. To say that these considcrations wero noc among 
motivating reasons for tho preparation of this brief would 
manifestly be less than frank, but it is equally truce, and we 
trust the Commission will agroc, that the services and facilitics 
which the railroads of tho Unitcd States have devsloped and 
maintain in whole or in part for the economic and efficiont 
transportation of coal to Canada in practically unlimit-2 reule: baler ings ara a 
during all seasons of the year and ot cpe-Ae which reduce costly 
storage and rehandling to a minimum are an assct to the industry 
industry and people of Vanada that should not be underestimated. 

Wherefore, the railroads of tho United states, partics 
to this brief, urge most earnestly that the Commission in its 
findings and recomnendations include - 

(1) That the vast coal deposits in the United States, 
eXpecially the anthracite region of Baster Pennsylvania and the 
bituminous coal nroducing fields of the Appalachian area, are the 
nearest, surest, most economical and best sources of co") supply 
for Canada, particularly the sections "of densest population and 


4 ‘ ary c 4 U 
greatest industrial development, in Ontario and Quobec.' 


BY MR. FRAWLEY - Do those ouotstions moan onvthing thero? 
A, Yes, they came out of the quotation which is on page 3. 
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MR. KERN continucs brief _ 

(2) That the railroads of tho United States, operating 
botween the coal ficlds describod and the international boundary, 
are and have bocn at all times roady and Ae to transport Canada's 
requirements of coal produced in the United States both cxonomically 
and efficiently, amd because thereof constitute an indispensable 
factor in any economic plan designed to promote the growth and 
prosperity of Canada, 

(5) That any action by Canadian authorities designed to 
prevent or curtail the importation of United States coals would 
tend to so reduce the coal carrying equipment and capacity and 
hinder the development of United States railroads as to threaten 
their ability to mect transportation demands should Canada again 
be forecd by war or other crises to the same degree of dependence 
upon United states coals as in World Wars I and II. 

(4) That no action be takon by Canadian authoritics 
which will prevent or curtail the importation of United States 
coals by Canada, 

(5) That United States coals bo permitted to compote 
in Canadian markets on an cquality with all coals whcsrever 
produced. 

Respectfully submitted, 


(Sgd) 0. E. Schultz, 143 Liberty St., 
New York 6, N.Y. 


(sgd) Roy 5. Kern, 836 Wabash Building, 
Pittsbure 22, Pa. 


sgents for United States Railroads, 
Partios hereto. 
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ay -4393~ Roy 5. Kern 
&PPHNDIX 4 
LIST OF UNITED ST.TES RAILROADS. PARTIES QU THIS BRIGE 
The Baltimore and Ohio Railroad Company 
Bessemer and Lake Erie Railroad Company 


The Central Railroad Company of New Jersey 
(Shelton Pitney and Walter P. Gardner, Trustces) 


The Chesapeake and Ohio Railway Company 

The Delaware and Hudson Railroad Corporation. 

The Delaware, Lackawanna and Westerm Railroad Company 
“Hrie Railroad Company 

fehigh and New England Railroad Company 

Lehigh Valley Railroad Company 

Louisville and Nashville Railroad Company 

The Monongahela Railway Company 

Montour Railroad Company 

The New York Central Railroad Company 

The New York, Chicago and St. Louis Railroad Company 


New York, Ontario and Westorn Railway Company 
(Raymond L. Gebhardt and Ferdinand J. soighardt, Trustees) 


Norfolk and Western Railway Company 

The Pennsylvania Railroad Company 

Pere Marquette Railway Company 

The Pittsburg & Shawmt Railroad Company 

The Pittsburg and Lake Eric Railroad Company 
The Pittsburg and ‘Jest Virginia Railway Company 


The Pittsburg, Shawmut and Northern Railroad Company 
(John L. Dickson, Receiver) 


Reading Company 

The Virginian Railway Company 
Wabash Railroad Company 

Western Maryland Railway Company 


The Wheeling and Lake Eric Kailway Company 
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TiBLS 24 - aNNULL CONSUMPTION OF COAL IN CANADA 


Calendar 
Year 


1902 
1903 
1904 
1905 
1906 
1907 
1908 
IO9 
LILO 
Nae 
Lobe 
LIES 
1914 
OLD 
1916 
TONEY g 
1918 
Loag 
1920 
P9ed. 
1922 
1923 
1924 
1925 
1926 
Loe 
1928 
L929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
2oo7 
1938 
1939 
1940 
1941 
1942 


a©PENDIX  B, 


Canadian x 
Short tons 


5,376,413 
6,005,735 
6,697,183 
7,032,661 
7,927,560 
8,617,352 
9,156,478 
8,913,376 
10,532,103 
9,822,749 
12,385,696 
13,450,158 
12,214,403 
11,500,480 
12,348,036 
12,313,603 
13,160,731 
11,611,168 
14,025,566 
12,715,734 
13,044,352 
15,070,962 
12,529,358 
12,125,290 
15,086,296 
15,944,983 
16,487,807 
16,387,461 
14,052,671 
11,682,779 
Piece 70 
11,456,273 
13,236,406 
13 , 306,303 
14,508,652 
15,172,729 
13,800,094 
14,902,915 
16,666,234 
17,227,151 
17,725,761 
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from 
U ASH ts 


DHort, -1.oOnd 


4,656,286 
6,520,931 
7,238,869 
7 233,738 
7,787 , 338 

10,588,697 

10,203,335 
9,805 ,253 

10,545,451 

14,510,129 

14,557,124 

18,145,769 

14,687,853 

12,450,796 

17,576,202 

20,848 ,009 

21,674,826 

17,292,913 

18,752,981 

18,300,081 

12,255,555 

20,417,239 

16,405,344 

15,744,957 

16,204,405 

17,266,434 

15 ,830, 688 

16,780,452 

16,971,933 

11,793,798 
9,889,866 
8,865,935 

10,580,710 
9,618,518 

10,801,643 

12,574,574 

10,754,747 

12,838,347 

15,509,778 

19,332,479 

24,140,841 


Imported coal "entered for consumption" 


, 1902-1942 


from Great 


Britain 
short 
Tons 


101,726 
184,593 
85,687 
68,500 
67,014 
54,325 
97 514 
67,671 
51,541 
49,963 
38 , 668 
37,825 
33,101 
15,098 
4,401 
9.451 
3,761 
B44 


1,591 
765 , 980 
572,570 
317,112 
604,117 
287,299 
907 ,220 
682,755 
843,502 

1,144,861 
987 442 

1,727,716 

1,942,875 

1,981,116 

1,822,500 

1,498,656 

1,211,052 

1,257,887 

1,099,419 

1,514,458 
693,902 
388 , 948 
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5. -4395- Roy S. Kern 
T.BLE 24 - continuod 

Calendar Total # Total Per 

__Year Short tons | Short tons capita 
1902 4,734,559 46.9 10,210,972 1.840 
1905 6,678,450 beat 12,684,185 2.245 
1904 7,297 ,482 Syne 13,994, 665 2.402 
1905 7,015,446 50.6 14 248,107 2.374 
1906 W7R 5286 49.5 15,685,885 aed eri 
1907 10,549 ,503 55.0 19,166,855 2.990 
1908 10,195 ,424 52.7 19,351,902 2.921 
2209 PT aOe6 Deed: 18,625,202 2.739 
1910 VO" 450% 123 49.8 20,970,226 3.001 
1911 14,424,949 BOs 24,247,698 3.364 
1912 14,549,104 54.0 26,934,800 3.645 
1913 18,132,387 574 31,582,545 4.138 
noe 14,637 , 920 54.5 26,852,323 3.408 
1915 12,406,212 51.9 23,906,692 2.995 
1916 eas O20 58.7 29,865,856 3.75 
1917 20. B10,152 62,8 3S ,125,755 4,110 
1918 Cae 638 O10 Gece 34,771,832 4,268 
1919 17 ,236 , 269 59.7 26.847 407 3.471 
1920 18,668,741 neal 32,694,307 3 ,8ek 
1921 18,258,387 58.9 30,874,121 3.525 
1922 12,962,189 49.8 26,006,541 2.916 
1923 20,967,971 58.2 36,038 , 933 4,000 
1924 16,714,143 B72 29,243,501 3.198 
1925 HG col, O71 57.4 28,457 ,261 3.062 
1926 16,565 555 Be .O BY oo, bbl 3.349 
1927 16177 , 50S 535.3 34,122 ,286 2.541 
1928 PS, bub, 582 50.0 33,003,389 anette) 
1929 D724 oe Ae: 34,111 596 3.401 
1950 16.412, 059 56.7 32 464710 3.180 
1931 ie 828,007 52.8 24,511,106 p.06e 
1952 11,654,492 51.0 22,007 .L9s Pay 
1933 10,808 ,962 48.5 22. 005.200 2.090 
1954 12,651,168 48.9 25 , 887 574 2.392 
1935 11,735,835 46.9 25,042,158 2.290 
1936 ey 719 fous AGA? 27,228,167 2.469 
1937 14,268 ,585 48.5 29,441,314 2.648 
1938 12,493,707 47.5 26,293,801 2.546 
1939 14,479,668 49.2 29,382,583 2.597 
1940 17,036,090 Ged 33,702,324 2.960 
1941 20,026,082 53.8 37,253,233 3.238 
1942 ea 629,561 58.0 AD Sob ies 3.626 


The sum of Vanadian coal mine sales, colliery consumption, 


coal supplied to employecs, and coal used in making coke, etc., 
less the tonnage of coal oxported. 


Includes small tmnages from countries other than Great Britain 
and the United states. Deductions havo been made to take 
account of foreign coal re-exported from Canada and bituminous 
coal ex-warehoused for ships' stores. 
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iPPENDIX C 


STATEMENT Of ANTHRACITE AND BITUMINOUS COAL TRANS- 

SHIPPED PROM LAKE PORTS IN THE UNITED STATES 10 

UNITED STATES AND CANADIAN PORTS, FOR YEaRS 1935 
to 1944 INCLUSIVE, 


TO TO 


United States Ports Canadian Ports 
Go of % of TOTAL 
Year Net Tons Total Net Tons Total Not Tons 
1935 29,612,749 ogre hl 6,780,512 18.79 36,093,061 
1936 37,953,608 83.43 7 ,535i,845 16.57 45 ,489 , 455 
1937 35,890,083 79.04 . 9,518,826 20.96 45 ,408 ,909 
1938 28,216,247 78.89 7,549,511 i alin 35,765,758 
oOo 33,810,461 80.73 G070 Lae 19.27 41,880, 618 
1940 38 ,541,851 Tilavo LOCO bony uo £2.07 49,457 .567 
1941 40,036,296 74.85 13,451,974 25.15 53,488 ,270 
1942 37,548,619 Vhaete 14,809,274 28.28 52,307,070 
1943 35,195,480 67.62 16,850,219 32.38 52,045,699 
1944 43,320,861 1i098 16,859,794 £8.02 60,180,655 
AUTHORITY ~~. United states. Rail Carriers' Records. 


i,PPENDIX D 


BITUMINOUS CO.:L PRODUCTION IN THE UNITED of..TES, CaNsDLiN 
IMPORTATIONS SROM THE UNITED sSTaTis, 44ND CaNaDIAN COAL 
PRODUCTION FOR YEARS 1935 TO 1944, INCLUSIVE, 


Wincsl< Canadian Per- Canadian 
Bituminous Percent Importations cent Coal Percent 
Year Production of 1935 fromU.0.4. of 1935 Production of 1935 


1935 372,373,000 100.0 9,038,902 100.0 13,888,006 100.0 
1936 439'088'000 117.9 9,906,101 109.6 15,229,182 109.7 
1937 445'531'000 119.6 12,047,788 133.3 15,835,954 114,0 
1938 348,545,000 93.6 9,559,726 105.8 14,294,718 102.9 
1939 393'065,000 105.6 9,974,908 110.4 15,692,698 113.0 
1940 453'245'000 121-7 13,636,634 149.7 17,566,884 126.5 
1941 514°149’000 +=«-«:138.1 16,194,959 201.5 16,225,921 131.2 
1942 562'693'000 156.5 21,016,470 232.5 18,865,030 135.8 
1943 590'177'000 158.5 24,269,585 268.5 17,859,057 128,6 
1944 x620,000,000 166.5 24,366,928 269.6 17,010,117 122.5 


x - Preliminary. 


AUTHORITY: United States Bituminous Goal Production) United States 
~~ Ggnadian Importations from United States) Bureau of Mines, 
Dept. of Interior 


Canadian Coal Production -+ Dominion cf acids of statistics 
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LPPENDIX 2. 


ene 


TOTAL PENNSYLVANIA ANTHRACITE PRODUCTION sHIPPED BY 
RaIL AND CANADIAN aNTHRACITE IMPORTATIONS FROM THE 
UNITED STATES FOR YEARS 1935 to 1944, INCLUSIVE, 


NET TONS 
Total Production Canadian 

Shipped Percen Importations Percent 
Year by Rail Of 1905 from Union. of 1935 
1935 44,643,322 100.0 1,670,085 100.0 
1936 46,979,604 105.2 1,685,846 100.9 
1937 45,024,370 100.9 2500S 617 120.0 
1938 39,648,028 88.8 1,977,002 118.4 
1939 43,809,200 9891 2,605,765 156.0 
1940 43,023,748 96.4 2,643,588 158.3 
1941 46,798,817 104.8 3,310,670 197.26 
1942 50,549,766 Lidec 4,422 ,499 264.8 
1943 49,877,659 ne 4,073,751 £45 69 
1944 5ono15), 047 iO aie 4,194,716 201.2 


AUTHORITY: Rail Shipments - United States Rail Carriers" Records. 


Canadian Importations -- Dominion Bureau of Statistics 
Ottawa 
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S. ~4398~ Roy 5S. Kern 
BY MR. KERN ~~ Now if the Commission pleases, today I received 
a letter from Mr. E. 4. Drake, President of Lake Erie Coal 
Company, Limited,WValkerville, Ontario. dated October lst, 1945, 
which I would like to read into the record. 

Mr, Kern then read the letter referred to, as follows: 
"Mr, Roy S. Kern, 
836 Wabash Building, 
Pittsburg 22, Pa. 
Dear Mr. Kern: 

I received a copy of the brief which you submitted 

to the Royal Commission on Coal of the Dominion of Canada, and I 
find it most interesting. 

I am wondering if the Commission appreciate the fact 
that the large tonnage of coal shipped to Lake Erie and Lake 
Ontario ports mst be handlod in eight months and in many cases 
in only seven months of navigation, and the unusual fact that 
United States mines are in position to supply such a large tonnage 
in such a short shinping period, and then find a market for their 
coal for the remaining months. 

at any rate Ganada is benefitted in as mich that four 
to five month!g coal is stored on docks in Canada for winter supply. 
Wo handle upwards of 500,000 tons per lake season 
from Lake Eris ports to Rondeau, Ontario. 
Yours very truly, 


(sgd) Ee +i e Drake." 


MR. ROY 8S. KERN (Sworn) EXAMINED BY MR. WR WLEY 
2%» Mr. Kern, have you enough information to tell me what the 
average loadings of coal trains are, in tons per train? 

A. They differ materially on different railroads, due to railroad 
policies, and to the nature of their lines. 

de Grades, I suppose? 

mei Vos. 

% Operating conditions? 


i, Yes, and also type of locomotives they use, and the cars which 


they have. in avorage solid coal train ought to contain something 
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Q. I don't snow whether you aro quite prepared to discuss the 
next question, but it has beon raised in One of our areas that 
coal should move from Western Canada to central Canadian markets 
in solid trains, and in that way a better rate than the existing 
8.00 per ton rato could be obtained, Do you have any United 
States rates promised on solid train movenents? 

ime Not on coal. 

2%. ZT am told there is a rate on molasses. 

4, Black Strap Molasses, yes. 

BY THE CHATRMAN = Did we not get in one of our briefs that 
that was the reason why they could transport coal go cheaply, 

am train load lots? 

BY MR. FRAWLEY - But thore is no train load rate. 

BY COMMISSTONER McL.URIN - There mst bo some methof of 
computing it. 

EXM., BY MR. FRAWLEY (continued) 

2. You say a is moved in train load lots? 

4, Yos, to a relatively small degree or percentage, when you 
consider all the trains that are operated now. a coal railway 
may not have anything clse to put in a train. 

a4. Take coming from West Virginia to tide water? 

#, But not all of their business would bo solid trains, whatever 
business they had out of their yards other than coal would be put 
into those trains. 

2%. I suppose it is fairly obvious that it is more economical, 
or is it more economical to move coal in solid trains from 
destination to tide water, or tO lake port) vor tis it Gist ae 
economical to make the train consist of some coal and some other 
commodities? 

4, The over-all picture is that it is probably more economical 
for a railroad to operate from'day to day with the traffic it has, 
whether coal or not. 


BY THE CH\IRM.N - It depends entirely on whether the whole train 
Oe ieircreneneeee anaiearonieaahiotstntertey 


load is going to the same destination without interference on the 
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BY COMMISSIONE MORRISON - Mr. “rawley, you have not 


established Mr. Kern as a freight rates expert. I would be very 
much interested to know if that is his particular line, to 
develop a’ question of this nature. 

BY MR. FRAWLEY - I an in the position whore. I an trying to 
make the most of what I have. 


EXM. BY MR. FRAWLEY (continucd) 


Q. Do you come out of the operating department of the railway? 
a. No, the traffic departmont. 

. Does Mr, Schultz come out of the oporating department? 

A‘. No, he and I are of the same nature. 

a. You say you come out of the traffic department? 

a, Yes, 

Q. Then you should be able to discuss rates. 

BY COMMISSIONER MORRISON - I am not suggesting that he can't, 
but I was interested to know. 

EXM. BY MR. FRAWLEY (continued) 

a. iI want to call to your attention what Mr. McElvany told us 
yesterday. He said at page 27 of Exhibit 214 - "Lake cargo coal 
generally moves in solid train load lots of ovor 100 cars each 
through from one assembly yard to one destination, without 
intermediate switching and with a nminimm of switching at the 
destination lake ports. This latter is so because shipments 
are handled under consignment names instead of in individual 

_ consignee accounts and these consignment names -+9 issued and 
Peiicea by a carrier maintained organization, Ore & Coal Exchange 
at Cleveland, Ohio, which constantly endeawors to hold such 
consignments to a minimum.” You would agree with that? 

A, I agree that Mr. Mcblvany has probably stated correctly the 
ains of the operating officers of the railway, but I don't think 
they attain those ends to the extent that that language might 
imply. 

XY. Would you say there is any seconony in moving the traffic from 
One assembly yard to one dostination? 


If that wore not the most economical and officient way of 
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Q. «And it would seem to the layman that to move from one 

assembly yard to one destination is in itself an econony? 

A, It is the economy that always goes with great volume. 

2. And then if there is no intermediate switching, that would 

be an economy? 

e. Uh: yes. 

BY COMMISSIONER MORRISON - Does it seem that way to you Mr. Kern? 
4. The less switching the more economy, becausing switching is 
onerous and expensive. 

EXM. BY MR. FRAWLEY (oontinucd )_ 

Y “With a minimum of switching at the destination lake ports". 
That would also be an econony? 

A. Yes, but the minimm at a Lake port is pretty close to the 
maximum any place else. 

Q. Then you say a minimum of switching at the Lake ports might 
mean a lot of switching? 

A. Yes, but ho was talking about a minimum for Lake cargo coal. 
¢4e And then he speaks of being "handled under eomsieonment nanos 
instead of in individual consignee accounts". Does that also wor 
Out an ocomony? 

4. I don't know that cconomy is tho right word: it is a convenicnee. 
Q. Does it not save expense? 

a it probably does save an expense in running around from one 
place to another to get to the boat. Also demurrage; you release 
the cars where they are being dumped. 

Q. To the lay-mind those things which Mr. McElvany has itemized 
would seem to add up to the fact that moving coal ‘n solid trains 
is more cconomical than moving it in trains consisting partly 

of coal and partly of other commodities. Do you agree with that? 


A, No, as.a general proposition I don't. But as far as the 


physical handling of coal is concerned, and the element of motive 


power, it would probably cost you more than if you had 50 cars 


Of coal and 50 lighter cars. 
BY THE CHAIRM\IN - If switching is one of the troublesome things 


in the cconomy of railroading, I cannot see why train load lots 
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the other way? 

eee .ou don't say train load lots to a given boat. It is only a 
train load lot until it gets to the outer yard serving the docks. 
Usually the docks are served by two yards. 

4 Whichever way they comc, and with one car or with 100? 

A,, That is correct. Then the trains are broken down and run from 
little cuts over to the docks if and when they are ordered. 

EXM. BY MR. FRAWLEY (continued) 

Q. What is tho relationship botween a train load and a cargo?” 

A, The averago is around 55. 

Q. 55 thousand? 

A, No, tons per car, on Lake cargo coal it is nearer 60; and a 
train might contain as many as 100 of those cars if it is running 
over a good railroad with a good locomotive. 

Q. Have the coal operators of the United States endeavored to 
obtain a reduction of the rate per ton on the promise that coal 
should or could be transported in train load lots? 

4, Coal operators, so far as I know, have never asked the railways 
for a train load rate. But every case that has evor come up 
before the Interstate Commerce, as in the Lake cargo coal casss, 
they can show that the cost in handling this might be less than 

in handling some othor by reason of the hugh volume, They 
invariably use that, and the Interstate Commerce take that into 
account, 

9, You mean coal moving over railways and destined for Lake ports? 
me Yes, 

ie tell me, is there any dissatisfaction at the moment in the coal 
industry over freight rates on moving coal? 

4. There has boon less dissatisfaction in the last four or five 
years than in any of my 27 or 28 years of experience before. Of 
course that is obvious, as thoy have not had any trouble finding 
markets. 

Q. In this country we 2re endeavoring, and do move coal about 
2000 miles. We are endeavoring to get coal from Alberta into 


Ontario. so we are scraping tho pottom of the barrel as regards 
, 3¢ 


7 : 
wy ee DF iy ot 


7 “tr " aS 4 oa Lrg 


8 Eb Tapa novia pba ‘goon anal & Fao 
pee oat i. AV e% tee totm of oF stay ve heh : jut he? 
vabece ows (a beetek wh alee 4 “a 
m tiiod se a a Men ono ae by Oar 4 uees ous gow +s pprbid - 
eee) mee 2s Ab Hadowd o%6 ealee? oat ipl : eR Ry #1 “08 
~feeeghto Gte gost ie S08 RE eleee agit sy Seve ‘uae 
tages 4. hoe beeL Haws 2 soewfed G(ideaod safes eur el eee 
2 Tui * a? Whore 


Pisani ae 


y 2 
4 > ae ee A 3 
yy ‘ 234 Fy eee 
ot} . : 
4 oe Ee me ‘ Ee i reyrnc tone z 
J Ley saghs un ti eye a ey 


fsa! juno: , tr ot ier 

i ek i? ha tan eye Ye us J TP) Dz tigvew 
ae y % miist Gee ss te : yee! a ees = eRe 

; . DAL 2 Gr ga / ae rated ¥t 


—- 
i: . rere k ? ae Ea , i * Yd 7 “— - * 
. = 4 b tee 
et fa ee IOP ges 
% ; sy any Ge A z + 
a 5 . +3 ! SU Meee eat Be ay ft F iF Peas 
i] 
5 
é 
= ye q 5 * Fo ows Se Te, 3 OF as pears V7) aa 
Jia ; _ ery i 
wen @f9 SY ix it sees ‘ye mene ef . 
, 
a ii Ce ae - : ie ay 
*22eS Stivess go wera 310%} tay 
tf at 4g O04 Bi Heolicoeteiisaeis peek toad J]nx 
ral, i eras in rt wi re %, ste iy et ace He dee Be 5 A ow i 
: by V ‘ pS » OA te SES iy io i ae «Wiss. Ot ee a vb 


re * : re oh? ies GOSRS a aN er My oo ‘he ‘eS ss Oe oan eee ry autem wees lé 
| file Lied eve Oh £m peti eeovedhin wen ae ere pare. 


+ 


ogni eeotih whee fge¢ gaa’ ay wabte sony ae suetg 


aptvaax =a lett de and Be ss wodgeg “ad aoe Ve ote ow el 


S. ~4403-~- Roy 5S. Kern 
ways and means of getting it as cheaply as possible down there. 


i, We cannot give you any help on 2000 nile hauls, because we 
don't have then. 

BY THs CHiIRMIN - The railroads you ropresent are mostly doing 
great business in coal handling? 

4, Coal is their principal cormodity, that is we have nore coal 
than any other cormodity. 

Qe «apart fron that, is there not some sort of financial inter- 
ningling with sme of your railways down there and the owners of 
the mines? 

4, That is sonothing I don't know onough about to say cithor 

yes or no. 

Q. The Chesapeake & Ohio Railway Company are people who have 
large interests in coal, we understand? 

4. <iaside from the interest of carrying o0al? 

Q. Yes? 

ee 1t might be. 

BY COMMISSIONER MORRISON - That does not just apply to the United 


States. I understand the Canadian National Railway are interested 
Biemining in the State of Ohio. oe 

BY MR. FRAWLEY: are there any of the coalecarrying roads that 
are not partics to this bricf*? 

& None of the substantial ones. 

Q@ I am told that the Illinois Central are not a party to this 
brief. They do participate in coal hauling? 

4&4 They of course arc not members of the association that Mre 
Shultz and I operate. My committee is the Central Freight 
Association and Mr. Shultz has trunk line territory. 

@® s#nyone looking through the list could appreciate very easily 
that the roads that you do represent do represent the bulk of the 
Goal carrying roads. 

& #11 the appalachian area and the anthracite producers. 

Q That is thc people that move coal into Canada, so I am not 
reflecting for a second on the fact that you do speak with author- 


ity. Looking at page 17,'in which you refer to the stability of 
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the railroad coal rate, that is Gistinet from the judgment of 
the Interstate Commerce Commission in ex parte 148, because the 
I.C.C. in ox parte 148 refused increascs? 

A Well, they got them and then they wore permitted, not to 
expire, to become in a state of suspension, where they are now. 
Q What I mean, in ex partc 148 they allowed increases and they 

are not allowing you to apply them? 

A Of course the railroad has not opp:sed this suspension, the 
arrangement whereby the increases are still in the books but 

re inapplicable, because in the opinion of the Interstate 
Commerce Commission, which the railroads have not contradicted, 
increases are not now necessary. 

@ That is onc geod way of buying peace with the coal operators, 
I suppose, is not to apply the increases. Well, Mr. Kern, I am 
grateful to you for wheat you have. said. Mr. Schultz is in the 
courtroom and he is on the brief with Mr. Kern, and he would 
like perhaps to say just one word. 
MR. 0. E. SCHULTZ: I have nothing tc add, except to join with 
him in thanking the Commission for the opportunity of presenting 


this bricf. 


12.45 P.M. ~- COMMISSION ADJOURNED UNTIL 
OCTOBER 5 at 10.00 uM. 
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THE ROYAL COMMISSION ON GOAL 


Ottawa, Ont., 
Friday, October 5th, 1945. 


The Corission met in the Court Room of the Board of 

Transport Cormission, at Ottawa, Ont., on Friday, the 5th day of 
October, 1945, at 10:00 o'clock A.M, 
PRESENT; 

His Lordship, the Honorable Mr. W. F. Carroll, Chairnan 

His Lordship, the Hon. Mr, Justice C. C. McLaurin, Commissioner. 

angus, J. Morrison, Esquire, Comiissioner. 

J.J. #rawloy, K.C., Cormission Counsel 


Robert D. Howland, Secrotary. 


BY MR. PRAVLEY - Mr. Roy 8. Kern, who represents 27 coal carrying 
railroads of the United states, and who presented his brief befora 
the Commission ycstorday, has askod to be allowed to make a 
Supplementary statement, and I have told him that he may do so. 
However, he is not in the Court Room now, so porhaps we can hear 
him at the oponing of the afternoon session. 
Now the next will be the presentation of the 
Canadian Pacific Railway and the Canadian National Railway, and 
their representatives are here to present a brief, copies of 
Which brief wore sent to us some days ago. Mr, A. K. Dysart is 
here reprosenting the Canadian National Railways, and Mr. K.D.M, 
Spence representing the Vanadian Pacific Railway. We will call 
on Mr. Dysart first. 
BY MR. DYSiRT . Mr. Chairman and members of the Commission, 
with your permission I will read approximately the first half of 
this Brief, and in orcer to carry out the spirit of co-operation, 
my learned friend Mr. Spence will conclude it. 
EXHIBIT 226 -~ Submissions of Canadian Pacific 
ill ae al Railway Company and Canadian National 
Railways, in reply to certain evidence 
respecting transportation rates and 


costs given before tho Royal Cormission 
on Coal. 
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i -~4406- a. K. Dysart 
MR. DYSRT thon roads Exhibit 226, as follows: 


To tho Royal Cormisstion on Coal:- 

Wo have herotofore had occasion to point out to Counsel 
for the Commission, with the utmost respect to the Comission 
itself, that tho measure of freight ratcs and the terms and 
conditions of the carriago of all traffic are by the Railway Act 
relegated to the exclusive jurisdiction of tho Board of Transport 
Commissioners for Canada, and that the Railways cannot with propriety 
entor upon a justification of either rates or conditions of carriage 
before your Honorable Corniiss ion. 

To 40 so would obviously be futile, because no matter 
how thorough the investigation which might be undertaken by your 
Commission, it would necessarily be confined to the rates and 
conditions govorning the moveneont of Goal, while the Board of 
Transport Commissionors, which nust inevitably undertake its own 
investigation before authorizing or ordering any chango, would, in 
accordance with settled principlos, deal with these questions in 
their proper relation to the novement of all other commodities 


throughout Canada. 


BY THE CHAIRMAN - Do I understand from that that you are suggesting 
that this Commission arc going to undertake to nake freight rates, 
tariff rates? 

4. No sir, we are not suggesting that, but what we are suggosting 
is, to come before this body and delve into the question of coal 
rates to the legree that we would be compelled to do before the 

Board of Transport Cormission, is sonething that the Comniss ion 
Should not require us to undertake. 

@. Weare in a position to compel you tu go into the question 

of freight rates just as sciontifically as if you were before the 
Board of Transport Commission, and we havo nothing to @o with 
correction of freight rates, but we have the right to make recommenda. 
tions to a higher body in this country, who are the ultimate 
Correctors and formlators of freight rates in this country. 


A. I don't dispute that, or the jurisdiction of the Commission, 
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But if we are reqrired to give that information in the detail 
which you suggest perhaps we might, and any remedial measures 
are to be takon to grant rolief to the Shipping public of this 
country, we will have to appear before the Board of Transport 
Commissionors again and repeat the same evidence, because by the 
Railway Act that is the only body that is in a position to 
eeeepi ich freight rates different from those in effect. 

Q. They aro not. Parliament? 

fa + LOS 

Q. That is, the people we will report to, not Parliament, but 
the Minister. 

A. Do I understand that you are suggesting that statutory rates 
would be established by Parliament, perhaps? 

2. IT am not suggesting anything, but that we have the right to 

go into freight rates here, independently of the Board of Transport 
Commission, because our report is to the Minister. 

A, Yes. We recognize the fact that the terms of the appointment 
of the Commission are wido onough to bring in the entire fiocld. 

But what we are attempting to suggest to the Commission is that 
Littlo good would be served by our giving all the doatails. 

Q. How do you know? 

A. That is just our opinion, Sir. 

Q. We may have different opinions. 

A. May I proceed now, Sir? 


BY THE CHAIRMAN -= Yes, go on. 


MR. DYSART continues bricf: 

Many of the questions raised by those whs heve heroto- 
fore appeared before your Commission havo alrcady been dealt with 
by the Board of Transport Commissioners, some of them, in varying 
aspects, on more than one occasion. With respect to these 
questions, your Commission has been virtually invited by various 
complainants to sit as a Court of Appeal from the Board's judgments. 
BY COMMISSIONER MORRISON - Do you think that is a fair statement? 


A, Well I think in its final rosult this Commission is being asked 
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to readjudicate the vory quostions which the Board of Transport 
Commissioners have decided. 

BY THE CHAIRMAN - We are adjudicating on nothing, what the 
Board of Transport Commissioners or anybody else says. 

4A, In many instances the Board of Transport Commissioners after 
an investigation by the Government has determined that cortain 
Specific coal rates and the freight rate base utilized in the 
movement of coal aro on a fair and reasonable basis; anybody 
appearing before this Commission ana asking that that be attacked 
are saying that what the Board of Transport Commissioners say 

aro fair and reasonable rates, are not in effect fair and reason- 
able today. We may be guilty of injudicious language when we 
Say you are sitting as a Court of Appeal, but I certainly suggest 
that the Commission is being asked to review the very matters 
that the Board of Transport Commission has already adjudicated 
upon. I won't quibble over the use of the words "Court of Appeal". 
BY MR, FRAWLEY -= A figure of speech? 

mm 16S. 


MR. DYSART continucs bricf 


With respect to other alleged gricvancss, all that is 
hecessary to invoke the exercise of the Board's jurisdiction is 
the writing of a lotter setting forth the complaint which the 
Railways are promptly called upon to answer and if the comolaint 
is one which cannot be dealt with summarily it is set dowm for 
hearing by the Board. 

Having regar2 to these considerations, anything in tho 
nature of 2 Brief in justification of existing rates and conittions 
of carraige in relation to Coal is somscthing the Patiwo-s do not 
feel at liberty to present. 

We trust, however, that the following specific 
information will be of assistance to the Commission in its 
deliberations: - 


freight Rates on Coal - General 


Tho inference that Canadian Kailways charge relatively 


high freight rates for the transportation of coal is both misleading 
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and inaccurate. The fact is that Canadian coal rates have been 
for many ycars, and are today, basically low. Whenever general 
increases in Canadian rail rates have becn established in the past, 
advances in the rates on coal have been negligible in canparison 
with those mado applicable to general merchandise and many other 
cormoditics. For example, when the United States Linos, in 1920, 
recoived 2 genoral increase of 40%, such increase was applied to 
coal, whereas in the parallel increase in Canada an exception was 
made of coal and the rates were increased only ten to twenty cents 
per ton. 

Many of the coal rates now in effect have been pre- 
scribed by the Board of Transport Commissioners both as to general 
scales and individual rates. The Maritime Freight Rates Act made 
a reduction of 20% in the coal rates within the Maritimo Provinces 
and 20% on the proportion of the rate within the Maritimes on coal 
traffic destined to points outside the “asritimes. In addition 
the Railways themsclves have made reductions in individual rates 
too numerous to mention. 

During the yoars 1925-1927, the Board of Transport 
Commissioners conducted a general freight rate investigation (and 
I quote here the language of Ordor-in-Council P.C. 886 of January 
5, 1925) with a view to the establishment of a fair and roasonable 
rate structure which would, undor substantially similar circun- 
stancos and comditions, bo cqual in its application to all persons 
and localities, so as to permit of the freest possible interchange 
of conmoditics between the various Provinces and territories of the 
Dominion, and the expansion of the country's trade, both foreign 
and domestic. Notice of the investigation to be undertaken was 
given to the various Provinces of the Dominion, Boards of Trade, 
Chambers of Commerce, and Industrial Organizations throughout Canada, 
and to the public generally, and all such parties were invited to 
Appear beforo the Board and make such submissions and represcntations 
as to. them socom oxpedient with respect to any and all rates with 


Which they were dissatisfied. Reference to the Board's judgnent, 
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as reported in 17 J.0.R, & R. (that is Vol. 17 Judgnent, Orders, 
Rules and Regulations of the Board) at pages 131-422 will indicate 
that notwithstanding the gonoral invitation above referred tc, 

only three conplaints rolating to coal were received, none of which 
wore substantiated and all of which wero dismissed by the Board. 

For the past three and a half years freight rates, 
including those on coal, have boon frozen at tho 1941 level by 
Order 92 of tho Wartime Prices and Trade Board, and the Railways 
havo beon obligod to transport coal at these stabilized rates, 
notwithstanding tho fact that both prior to and since 1941 the cost 
of labour and materials roquirod in the operations of the Railways 
has substantially increasod. 

With respect to freight rates generally it may be 
observed that the Freight Traffic Departnents of the Railways wore 
constituted and have boen maintained for the very purpose of 
devising rates that will facilitate the movement of traffic between 
various sections of the Doninion and they have never rejected any 
proposal that cqild reasonably be accepted. 

Sydney Sittings - January 16, 1945 ~- Volume 1 - Pages 77 and_78. 

The inference in the evidence of Dr. F. W. Gray, Assistant 
General Manager of the Dominion Coal Company, that freight rates 
were not reduced in connection with the payment of subventions 
pursuant to Order-in-Council 1537 dated September Srd, 1924, and 
"that subventions would fail of their maximum usefulness in assist- 
ing the haul of Canadian mined coal if they are employed to lessen 
freight rates that may be in themselves unnecessarilu high", is not 
warranted. For example reduced rates were published in compliance 
with the provisions of tais Order-in-Council in C.N.Rys Tariffs C.T.C, 
Nos, B-822, E-824 and E-836 between specific points to apply on coal. 
Furthermore, rates wore reduced by the Maritime Freight Rates Act 
on July lst, 1927, and in addition the Vanadian National Railways 
have made matcrial reductions in numerous rates on coal from Nova 
Scotia to points west of Montreal. Some of these reductions range 
from 8% to 20% below the ratos required by the Maritime Freight 


Rates Act. 
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As already pointed out, rates for the transportation 
of coal instoad of being unnecessarily high as alleged, are in 
fact gencrally well below the normal level of rates applicable 
to comparable commodities. While Order-in-Council 1537 required 
a reduction in coal rates as a prerequisite to the granting of 
subventions, omission of such a condition from subsequent Orders- 
in-Council relating to the same Subject matter constituted (in our 
view at least) governmental recognition of the reasonableness of 


existing ratos. 


Sydney Sittings - January 16, 1945 ~ bxhibit 1 - Page 118. 

The establishment of through combined water and rail 
rates from pithead to central Canadian destinations, as suggosted 
by Dr. Gray, is regarded as being both unnecessary and undesirable. 

Such rates sre umnecessary because no reduction would be 
made by combining water ond rail rates. The water rates from 
Sydney to 2uebec or Montreal are presumably as low as the vessel 
Operators can make them and the rail rates from Montreal to points 
west thereof are already on an extremely low basis and afford no 
reason for reductions. any combination of the present rates would 
therefore result in the same rates as those in effect today. 

Such rates are undesirable because water transportation 
of bulk commodities from Sydney to .uobec or Montreal is not under 
the jurisdiction of the Board of transport Commissioners nor of 
any other regulatory body. Therefore authority to determine the 
measure of joint through rates, or the proportions which should 
accrue to the rospective water and rail interests is non-oxistent. 

Dr. Gray stated: 

“Much effort and large expenditures have been 
made to combino rail, river and lake and ocean 
transportation in Canada for cheap transportation 
of raw materials, such as grain, from originating 
points in the west to the atlantic Seaboard." 
There are in fact no through joint rail, river, and/or lake rates 
On bulk grain from tho Head-of-the-Lakes or from Bay ports to the 


Atlantic Seaboard; each class of carrier publishes its own rates, 


Dr. Gray also alleged that: - 
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"In further striking cotract the Provinces 

of Ontario and Quebec, the most important 

coal market in Canada, is linked up with very 
favorable rail and water tariffs and adnirable 
fac ilities---provided as in the case of canals 


by public money of Canada--- to ease the access 
of United States coal to these valuable Canadian 
Markots." 


Through rail and water tariffs for the transportation 
of coal from United States points to the provinces of Ontario and 
wucbec have not been established, with the exception of through 
rates via car forries which transport the railway cars themselves 
between rail connections and are treated under the Interstate 
Commerce ict and the Canadian Railway act as all-rail transportation. 

Water rates fluctuate to such an extent that it would be 
impracticable to maintain joint water-rail rates on coal on any 
Stablo basis, particularly Since, as noted above, wator carriors, 
with respect to such transportation, are not undor the control of 


apy regulatory tribunal. 


Kentville Sittings - Fobruary 5, 1945 - Volume XII 


Pages 969, 975-6-7, 992, 995, 998, __ 


In the evidence given by Dr. W. S. Blair, Member of the 
Executive of the Kentville Board of Trade, Mr. Donald Oiler, Coal 
Merchant, Kentville, N.S., Mr. C. B. Wetnoro, President, Wolfville 
Board of Trade, Mr. W. Meisner, Manager, Canada Foods Ltd., 
Kingston, N.S,, and Mr. E. Beardsley, Creanery and Coal Merchant , 
Kingston, N.S., it is alleged, first, that rates on coal are too 
high, and, secondly, that rates on coal from Nova Scotia shipping 
points to Middleton, N. S., a point served by the Canadian Naticnal 
Railways, where only a one-line haul is invclved, are lower than 
rates to points on the Dominion Atlantic Railway, such as Kentville, 
Wolfville, Kingston, etc., where a two-line haul is involved, i.e. 
both Canadian National and Dominion Atlantic Railways. Both of these 
allegations would scen to be properly answered by the President of 
the Wolfville Board of Trade at page 992, wherein he stated: 
"(b) Freight rates are oxcessive. It is realized 
that this is a matter for the Board of 
Railway Commissioners, but experience has 


shown that reductions can be obtained by 
naking proper representations to that organization." 
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With particular rospect to the second allegation and 
without going into the dctails of actual: ratos involved, it would 
appear sufficiont to stato that rate regulating bodies have uniformly 
held that no unjust discrinination results fmm the application of 
higher rates for a two line haul than for a one line haul for the 


sane or sinilar distances, 


‘nherst Sittings - Fobruary 13, 1945 -~ Volume XVI - Page 1280 


In the evidence given by Mr, H. N. soley, reference is 
made to the use by the Canadian National Railways of the longer 
route betwcen Stellarton and Oxford Junction through Truro instead 
of the slightly shorter route through Oxford. 

The difference between the two routes above mentioned 
is actually only 8 miles. There are 28 heavy grades between Oxford 
Junction and Stellarton via the so-called short route, whereas the 
Slightly longer route through Truro contains only 17 substantial 
grades, nost of which are lightor than any grade on the so-called 
Short Line. The Management of the Canadian National Railways 
oonsiders that it is far more economical to handle traffic a 
further distance of 10 percont over lighter grades than to Ss pond 
millions of dollars in an endeavor to cut down the grades on the 
short line. The statoment of Mr. Soley that this whole area along 
the Northumberland Straits cannot be adequately Supplied with coal 
requirements by highway transnort alone is possibly correct but 
the fact remains that existing railway facilities at stations on 
the short line are more than adequate to take care of any coal that 
may be offered. In fact in the normal pre-war year of 1939 there 
Were over one thousand cars of freight originating east Of 
Stellarton delivered at stations on this Short Line and these cars 


ipeluded more than 140 cars of coal and cake. 


auherst Sittings - February 13, 1945 - Volume XVI_- Page 12A3 
Mr, Soley's allegation that the Canadian National 
Railways are impeding the development of the Port of Pugwash is 
not in accordance with the facts and is emphatically denied. The 


coOrmodities handled through the port in quostion are lumber and 


Se ~4414~ a. K. Dysart 
forest products. Over 37,000 tons of these commodities were 
moved through Pugwash in the normal yoar of 1939 wirich fact 
constitutes a complete refutation of the charge. Canad ian 
National Railways stand ready and willing to handle coal through 
Pugwash just as soon as thoso desiring the service provide 


suitable facilities for transferring the coal from vessell to oar. 


Frodericton Sittings - Hoebruary 16, 1945 - Volume XVII. 


Without in any way attempting to argue the merits or 
denerits of the submission of the New Brunswick Coal Producers! 
association, which we subnit are entirely within the province of 
the Board of Transport Commissioners, we believe one grave 
inaccuracy in Dr. Petrie's evidence should be drawn to this 
Commission's attention. At page 1341 of Volune XVII, the rate 
quotations are misleading. The first colums shows "C.P.R. ex Minto", 
whereas the rates to Bathurst, Campbellton and Dalhousie are a 
combination of the C.P.R. rate of 30 cents to Chipman plus the 
C.N.R, rates beyond, and are, therefore, two-line combinations, 
Hurthernore, the third columm shows "C.N.R. ex Springhill Junction", 
which is misleading because the rates shown are subjoct to an 
addition of 20 cents per gross ton published by the Cumberland 
Railway and Coal Company from Springhill Mines. 

We would also draw attention to tho following statement 
made by Dr. Petrie relating to the rate quotations which he filed, 

"These figures do not include the long spur haul 

from the Minto fields which will run 40 to 50 cents 

a ton; so they are really higher than aro shown hore." 

ag the rates in the table include the a7 tehing charge 
of 30 cents per ton from the Minto ficld to Chipman and as the 
"Long Spur" switching charge, where applied, would not exceed 4 
Cents or 5 cents per ton, it would appear either that Dr. Petrie 
has been misinformed or that a typographical error has been made 


in the record of the Commission's proceedings. 


Vancouver Sittings - March 26, 1945 - Volume XIX - Pages 1637 & 1638. 


Mr, T. 4. Horne, an Officer of the Vancouver Island Coals 


Ltd., in answer to questions asked by members ana Counsel of the 
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Commission made reference to tho difference between rates fron 
Canadian National and Canadian Pacific coal originating points 
to Vancouver. 

“hile it is true that a difference of 30 cents per ton 
exists betwecn the rate on coal fron formic, B.C. to Vancouver 
via Canadian Pacific Railway for delivery on its line and that 
from Marcoal, slta. via Canadian National Railways for delivory 
On its line, other factors havo to be takon into consideration 
im the: infornation is not to be mislead ing: ‘ 

The complete facts are as follows; 

1. The compotitivo rato of the Canadian Pacific 
Railway on coal fron Fernie, B.C. to Vancouver, 
B. ©. of $4.20 per ton for a haul of 672 nilos 
applics whon delivery is mado on the tracks of 
the Canadian Pacific Railway. When delivery 
is requirod on the tracks of the British 
Columbia Electric Railway., Canadian National 
Railways, or Great Northern Railway, the rate 
is $4.30 per ton. 

2. The rate of the Canadian National Railways fron 
Merecoal, Alta. to Vancouver, B?C. of $3.90 ver 
ton for a haul of 670 miles applics only when 
delivery is made on the tracks of the Canadian 
National Railways. When delivery is required 
on the tracks of the British Colunbia Electric 
Railway, Canadian Pacific Railway, or Great 
Northern Railway, the rate is $4.10 per ton. 

It will therefore bo scon that the difference betwoon 
the rate on coal from Fernie to Vancouver for dolivery on Canadian 
Pacific tracks where a substantial share of the coal is required 
and the rate from Morcoal to Vancouvor for delivery on the sane 
tracks (that is the Canadian Pacific tracks) is actually only ten 


Cants per ton. 


Vancouver Sittings - March 28, 1945 - Volumo XaI -~ page 1781. 
The suggestion of Mr. T. ©. Boyd, President of the 
Greator Vancouver Retail Fuel Dealers' Association that this 
Comission should investigate tho freight rates on coal botween 
«Lborta and Vancouver which were put in effect at a time when the 
volume is alleged to have been on a decidedly lower scale, is 
another exarinle (and I say this in view of the Commission's 
remarks, with the utmost deferonce) of this Commission boeing 


invited to sit as a Court of .ppeal from the judgments of the 


Board of Transnort Commissioners for Gan 
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-4416-~- a. K. Dysart 
4a§ a natter of fact the rates in question were dealt 
with by the Board in tho Vostern Rates Case in 1914 and since 
that time thoro has never beon, insofar as we are aware, any 
gonoral or spocific protest filed with the soard with resoect to 
such rates, .nor has any application boen made to the railways 
for a genoral reduction. 

Howovor, if a now investigation is to be held and there 
is no apparent necessity thorofor at the prosent tins, it is 
respcctfully suggcstcd that the propor forum before which the 
issucs should be raiscd is the Board of Transport Commissioners, 


and not this Honorable Comission. 


BY THE CHAIRMsN - Don't you think it wold bo a good thing if 
this Commission should advise those poople that we are not 
Sitting as an inopellant Court. 

a. It might be desirable if the Railways continue to hold the 
views suggested in this bricf. 

Piece CrIRMAN = It Hight be well i 7 rms © halal belteuie abe 
which would indicate to all and sundry that this Commission is 

not sitting as a Court of 4ppeal. It might bo enlightening for 
the public who are interested in this thing. 

mo L Agree. 

BY MR. FRAWLEY - The public mav b> confuss’ Locause we are 
sitting in the Transport Board's court room. 

i, That may be, but we are not confused on that point. 

BY GOMMISSIONER MORRISON - _ Did I understand yon to saw thot the 
Railways are never confused? 

A. We are not confusod about the jurisdiction of the Board of 
Transport Commissioncrs. 

>. I thought you said you wore never confused. 

4. That would be a very rash statemont for anybody to make, 


and more particularly for myself. 


MR. DYSART continues bricf. 
Vancouver Sittings - March 28, 1949 - Volume XXT - Page 1.806. 


In tho ovidence of Mr. W. H. Robi, Resident Director, 
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Coal Sollers Ltd., Vancouyer, B.C., refercnce is made to an 
alloged disparity between rates on coal to Vancouver from Coalspur, 
~lta. via Canadian National Railways, and those to the same 
dostination from Drumheller, alta. via Canadian Pacific Railway 
and Canadian National Railways. 

4 fow of the rates with distances, which are representa- 


tive, are shown below: 


Shipping Point Originating Line Rate Miles 
Coalspur, Alte. C. N. Rys. 194¢ 663 
Drumheller, ‘lta. C. N. Rys. 25d 943 
Drumheller, “lta. O ste aie 2b¢ 741 
Lothbridge, “lta. CG. P. Ry, 25¢ 769 


The rate of 194 cents on coal Shipped from Coalspur, 
slta. to Vancouver via Canadian National Railways was established 
for the purpose of meeting competition provided by coal shipped 
by watcr from Vancouver Island to Vancouver. The rate of 25¢ 
from Drumheller to Vancouver via Canadian National Railways was 
dosigned to mect the short line competition of the Canadian 
Pacific whose route between the points in question is 741 miles 
as compared with the Canadian National distanco of 943 miles. 
BY COMMISSIONER McLAURIN - 19% cents on what? 
ma er LOO pounds. 


MR. DYS.RT continues brief. 


The Board of Transport Commissionors bas held on 
numerous occasions that it is within the discretion of the oarricr 
as to whether competition should be mct and this principle 
accounts for the fact that tho Canadian Pacifico has not seen fit 
to mect the Coalspur rato of the Canadian National by establishing 
comparable rates from Drumheller or Lethbridge to Vancouver, 

The Board of Transport Commissioners has further held 
that the rate charged on one railway is not necessarily a measure 
of the rate to be charged on another railway, and your Counsel, 
at page 1379, fredericton Sittings, february 16, 1945, referred 
the Commission to one of the Board's judgments in which this 
principle was enunciated. ‘Two other judgments inwhich the same 


doctrine is propounded are.those of the late Chicf Comnissioner, 
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tho Hon. F. B. Carvell, K.C., in the complaint of Canada Vest 
Coal Co. Ltd. of Taber, Alta. and the International Coal & Coke 
Co. Ltd. of Coleman, “lta. with respoct to rates on coal from the 
Lethbridge and Crow's Nest Districts to Vinnipeg, reported in 
Volune XI DOK. & R, pages 137-138, and the judgment of the Late 
Chicf Commissioner, the Hon. H. «a, McKeown, in the complaint of 
Three Hills Board of Trade and Palisade Coal Company Limited, 
rospecting rates on coal fron Three Hitisy Bovea.cto points in 
“Saskatchowan and Manitoba, reported in Volume XVIII J.O.R, & R, 
at page 404-405, 


Vancouvor Sittings 


March 29, 1945 - Volune XKII ~ Pages 1863 and 1872. 

In the evidence of Mr. E. H, Bohrer, Manager, Gas 
Denartment, British Columbia Eloctric Power & Gas Company Limited 
it is alleged that coko produced at Vancouver cannot be marketed 
in the interior of British Columbia bocause the lower bulk density 
of coke as compared to that of coal precludes the shipper fron 
loading a minimum carload lot into a nornal railway car and 
consequently minimum carload freight rates invariably have to he 
paid. an investigation of this matter by the Railways does not 
substantiate this contention but on the contrary reveals that it 
is actually possible to load coke to the minimum carlot capacity 
required by tariff, and we are certain that the British Columbia 
HLlectric Powor & Gas Company Ltd. if guestioned on the Subject 
today would admit this fact. 

BY MR. FRAWLEY . You went into it? You found that they could 
get is much coke into one of those cars with the sides on then? 
#. Those are my instructions. .is a matter of fact I think we 
have confirmed it with tho British Columbia people. 
MR. DYSiRT continues brief 

Calgary Sittings - april 4, 1945 - Volume XXIV - Page 2071. 

In the ovidenco of Mr. Edward Boyd, Acting Secretary, 
District No. 18, United Mine Workers of America it is alleged 
"that the present freight rates on coal shipments to Eastern 


Markets are excessive." 
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The basis for this allegation is, gonerally Speaking, 

a repetition of the statononts mde by Mr. Jesse Gouge of the 
Domestic Coal Operators! association of Vestorn Canada, which 
is dealt with later in this memnorandun. Particular exception, 
however, must be taken to the statement of Mr. Boyd that: 

"Investigations in the past of estinmat 

cost took into consideration all classes 

of freight from first to tenth class and 

by this mothod the average freight cost of 

Shipping coal to the Eastern Market was 

established. In addition to that they 

doubled the cost, claiming that the expense 

of bringing empty cars back to tho mining 

district was as great as when Shipping full 

cars to the Eastern Market." 

The cost of noving coal finally determined by the Board 
of Transport Comiissionors aftor an analytical review of the cost 
study prepared by the railways took into considcration only the 
cost of moving that camodity and it did not (to quote one 
example) include costs of handling less than carload froight. 
The allegation that the cost was doubled for the expense of moving 
aupty cars back to the nining districts shows a compicte 
misundorstanding of tho Board's findings. On the castbound 
movement the ontire weight of the car with: its contents was used 
to ascertain the proportion of the cost over cach division while 
upon the roturn hournoy only the woight of the enpty car itself 
was used. 

Calgary Sittings - spril 5, 1945 - Volune XAV_- Page 2193 

In the submission of Mr. V. A. Cooney, Secretary of 

the Drumheller Coal Operators' association, it is stated: 
"Transportation and distribution oosts 
respecting distant markets are high and 
it is submitted that these may be reduced 
to permit Westem Canadian coal to compete 
with imported coals in those markets." 

This proposal appears to be based upon Mr. Cooney's 
statonont on page 2192, roading: 


"In both peacetime and war period more than 50 percent 
of the coal consumed in Canada is produced outside 
the country. Our «merican coal imports have been in 
one year as high as 27 million tons “or more, > I[t*is 
urged that if but half a million toms per year of 
Slberta domestic coal can be shipped during the 
spring and early summer momths into the Ontario 
narkets at a price to the consurier which can ; 
compete with smerican coals, it would result in a 
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De ~4420-~ ~+« K. Dysart 
"very small curtailment of imports and 
would stabilize Alberta's donestic coal 
industry - providing steady yoar round 
criploynent opportunitics for mine workers 
in: dLberta,," 

The reference to the importation of 27 million tons from 
the United States, compared with the coisunption of Alberta 
domestic coal, is misleading. This figure includes both 
bituminous and anthracite coal. Alberta domestic coal compares 
with United States anthracite coal. 

BY MR. FRAWLEY . Can the C. N. R. be quoted publicly on that 
statement? 

4. We may put a witness in the vox who would be prepared to 
substantiate it. We are not attempting to lay down any now 
policies, and we hope we can substantiate what we have alleged, 


MR. DYSART continues belet « 


The figures published by tho Dominion Bureau of statistics, 
show that in the normal pre-war yoar of 1938 only 2,017 623 tons 
of United States anthracite coal were imported into this country. 

The freight rate is only one factor in the competitive. 
position of 4lberta coal. Competition includes such factors ag 
relative cost at the mine, respective heating values, relative 
degradation, duty and exchange. 

The establishment by the railways over a period of 22 
years of experimental subnormal rates on Alberta coal destined to 
Ontario points has greatly assisted the jlberta mines in necting 
competition of american coal, but the proximity of the Anerican 
mines to Ontario, and available water competition from Lake 
Ontario and Lake Erie ports are the goverming factors, and these 
cannot be overcome by any all-rail rate from such -far distant 
territory as slberta. 

BY MR. FRAWLZY . What you say is that there are too many other 
differentials and why should the Railway Company be expected to 
pick up all the difference in these two coals? 

4, That is part of it. What wo say throughout is that our 
existing rates instead of being abnormally high, are in fact 
subnormal. The illustration is that in 1943 the Board of 


Transnort Gormisstioners found that the rite fron Drumheller to 
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oe ~4421- ue K. Dysart 
Toronto was $12.70 and found it a fair and reasonable rate. 
SY COMMISSIONER MORRISON - Wag that @ unaninous finding? 
a. JI beliove a Majority, but in any ovent it is the majority that 
provails. Our contention here is that tho roasonablo nornal rate 
Zor. the carriage of coal fron Drumheller to Toronto was found by 

the Board of Transport Cormiissionors in 1933 to be $12.70 and tho 
Railways have beon carrying that for $8.00. Notwithstanding tho 
fact that since 1933 it is generally rocognized that the cost of 
Operating the railway has Materially inereased, and what was ey Be 
and reasonable in 1933 is, 1 suggest..enot quite as reasonable today. 
In other words it is costing us more to haul thé co@l, and still 
we are not @harging tho «12.70 rate. 

Ye What you are cmphasizing is, eaine Ao LOOP of the cost of labor, 
How docs your labor cost ocr ton mile in 1944 compzre with labor 
cost per ton nile in 1936? 
a. 2 can't answer that off-hand. 
me en tf Pleht in assuming that it is less today than then? 
4. That I am not in a position to Say. But it is generally 
reoognized, Mr. Comiissionor, that the GxXponses of operating the 
railroad are certainly no Loss, and sine probability they are 
greator today than they were in 1955, but if the Comission desires 
that matter to be gone into, I think porhaps I can produce a 
Witness that knows a lot moro about it than I O's 
Q. You are laying stress on the increased cost of labor? 
xe I merely say it costs more to Operate the railway, whatevor 
the various factors that znake up that increase. 


BY MR. FRAWLEY  . You do sonetines make a rate admittedly below 


cost to mect competition? Prom Marcoal to Vancouver to noct 
competition of coal coming fron the Island by water, and you nake 
that rate without regard to cost? I an putting it to you, have 

you over thought that to neot American competition denanded putting 
in a rate below cost? 


is Lt can't say, because I am not in tho freight departient, but 


T will put 2 witnoss in tho box who is one of the men who 
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formlaitos tho rate policy of the company. Wo are not hers to 
hido anything on 2 subject like that, and if it is the desire of 
tho Commission that that foature bo dcoveloped after Mr. Spence 
complotes the bricf, I will put Mr. Knowles in the box. I have 
reached the point whore my loarned friond takes over. 

BY THE CHAIRMAN + You would not caro to ada to that whether 
#lberta coal compares.. 

BY COMuISSIONER MoLAURIN - Tho word should be "“compotes". 

Mk. DYSART - My instructions are to read tho briof as prepared 
and I am not in a position to dopart from the position wo have takon. 
BY THE CHAIRMAN: . - oos it moan it comparos badly, or good? 
&. I would say favorably, 

BY THE CHAIRMAN - I was oxpceting Mr. #rawloy to be on his foct 
to say, add the othor word, 


A, “Yo endeavored to be non-committal on that particular statement. 


BY MR. SPENCE = This division of tho bricf botwoen Mr. Dysart 
and myself is meroly for tho purpose, that the wrden will fall 
as equally as nossible on the two of us, and there is no real 
division in the bricf botwecn the views of the Canadian National 
Railways and tho Canadian Pacific Railway, so I will procecd with 
the Calgary Sittings of April 6th, 1945. 

MR. SPENCE the continues reading the bricf, as follows: 


Calgary Sittings - April 6, 1945 ~ Volume XXVI 
Pages £2204 to 2288 inclusive oe 


The submission of Mr. Jesse Gouge, as Chairman, Sub. 
Bituminous Coal Operators' Association Speaking on behalf of the 
Domestic Coal Oporators' Association of Wostern Canada, consisted 
of 84 pages and doalt entirely with the question of the transporta- 
mt0n of coal from Alborta to Ontario. 

Tho railways could not with propricty attempt to answer 
all of the matters brought up in that submission. To do so would 
be a transgression upon the functions of the Board of Transport 
Commissioners. In this momorandum wo will only deal with 


"trainload versus single car rates or movements". 
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Tho suggestion of a negotiated froight rate for shipmont 
of coal in trainload quantitics from ‘ilborta to Ontario sorings 
from tho belicf that movemont of freight in trainload lots presents 
Opportunity for substantial economics as compared with standard 
methods of railway Operation, and that therefore, if a commodity 
such as coal were to be Soggregated and moved in trainload lots, 
a substantial reduction in froight ratcs could be mde. 

BY WR. BRAWLEY - I suppose we are to tako it that everything 
6lso in Mr. Gouge's briof is correct? 

4, No, I would not say so. If we attompted to go into 311 of 
the questions that arc raiscod in Mr, Gouge's bricf we would spend 
a very long time doing so; it might take mauy days or wecks to GO 
into those questions thoroughly; and as our fricnd Mr. Dysart 
said, wo might at some futuro oceasion havo to g© over thom all 
Over again bofore the Board of Transport Commissionors. 

BY COMMISSIONER MoL,URIN  ~ In any ovont you are dealing with 
SOlid trainloads? 

4. Solid trainloads is what wo propose to deal with in this priof, 
MR. SPENCE continucs briof_ 

4 suporficial consideration would load ono to expoct 
lower costs to result from the suggested method, but there aro in 
fact, operating difficulties of such a nature a8 to make impracti- 
Gable any such eyes and no railroad in either Canada or tho 
United States has over Operated a solid train on a commercial 
transcontinental basis. 

Mr. Gouge refers particularly to tho action of the 
railways in publishing a rato on crude oil fron Calgary to Regina 
Of 19 cents por 100 pounds for a minimm of 25 cars, the inference 


being that it was an enormous reduction fron the Single car rate 


of 68 cents por 100 pounds. The 68 cent rate is the sano as that 
On gasolinc, and is no critorian of a reasonable of a reasonable 
rato on a raw matcrial such as crude oil. Tho Board of Transport 
Commissioners in a caso dealing with crudo oil ratos from tho 
Unitod States, proscribed a basis oquivalent to 40 poreont of tho 


éasoline rato (25 J.0.R, & R, 511), which basis, if anpliad on 
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Orudo oil from Calgary to Regina would mike a rate of 27 cents, 
This rato was actually published, but rostricted to shipments of 
5 car lots. The principle laid down by the Board in condemning 
the rostriction of 25 car lots in connection with the 19 cent 
rato, applics cqually to the restriction of 5 car lots at 27 cents. 
The true reduction thoroforo is not from 68 cents to 19 cents, but 
from 27 conts to 19 cents, a roduction of 29.6 poreent, which is 
the real difforcence between the normal rate on crude oil and the 
pipe line competitive rate. This reduction, howevor, and the 
roquircment that 25 cars mst be shipped at ono time were not made 
because of any alloged econoly in handling crude oil in trainloads, 
or in part trainloads, but merely for the purpose of mecting pipe 
line competition on comparable terms and conditions, 

The cardinal principlo of efficient railroad operation 
consists in giving a locomotive operating over each section of a 
railway route as much tonnage to haul as it can handle over the 
Erineipal ‘or’ ruling grade ino thet section. § in railway practice, 
this means that any rail route between two principal terminals 
is divided into a large number of subdivions, and cars are added 
to or removed from trains moving over the routo depending upon 


the class of locomotive and tho grados encountered. 


BY THE CHAIRM.N - There is just one question. 4 reduction 
was made on crude oil for the purpose of meeting pipe line 
competition. Are you suggesting that you lose monoy on those 
rates, or that you don't mke a profit on thon? 

A, We will try to cover that later, Sir. I can't say off-hand 
nhyself. 

BY MR. FRAWLEY - I think Mr. Jefferson and Mr. Knowles know 


all about that particular rate case. 


MR. SPENCE continues bricf 
Econonics effected by adjusting the trainload in this 

manner are so great that it pays to croate intermediate points 

where the class of locomotive can be adjusted to the traffic 


requironents and the physical charactoristics of the line, and 
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whore facilitics can be provided for increusing the size of a 

train or for reducing it, Efficient Operation over a long route 
therefore requires that the train tonnage should wax anda wane, 

and Should at all times approximate closely the maximun tonnage 
which can be handled over each section. aA train might start out 
with 60 cars, thon encountor a condition where only 40 ears could 
be handled. «at this point, £0 cars would need to be set out. 

The train would then nove over another subdivision, whero 100 cars 
might be handled in one train unit so that two-and-a-half 40 car 
trains would be consolidatog into one train, and so on. If the 
contrary idea of unit trainload operation is adopted, this 
floxibility would be lost and in the case above mentioned, the 
train would be limited to 40 ears over the whole route, or in other 
words, to the smallest train unit as set by the worst opcrating 
condition. This means that to handle a given tonnage of freight, 
the number of train nilos would be greater than if standard 
practice were used. Of coursc, as against this extra train nileage, 
there would be sone Saving in the avoidance of costs incident to 
adjusting the trainload. Generally speaking, however, these costs 
are less than the train nile oconony so that the balance is in 
favor of adjusting the trainload. The adnirable record of the 
railway industry in Canada and the United states, which countrios 
provide the lowest transportation costs in tho world, has resulted 
from the attontion which has beon paid to train tonnage. Mr. Janos 
J- Hill, late President of tho Great Northern system, was the 
proponent of this idea and introduced it as the first principle 

Of seientific railroading. 

It would roquire a great deal of study in any specific 
instance to determine definitoly whether unit trainload or standard 
Operation is the cheaper, but inasrmch as the transportation of 
Coal from Vestern Canada to Eastern Canada would involve novenent 
Over fifteen or more subdivisions, each of which has its own 
Characteristics, it is inevitable that the suggested method of 


Operation would turn out to be more expensive than the standard 


nethod s 
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There is another feature that has to be considorcd, The 
railway is a public servant and is nost successful when it 
carries on its activities so that the sum total of the cost of 
transportation is at a minimum. It hes already been shown that 
by taking all traffie coming into terminals, and pooling it, 
average transportation costs are minimized. If a certain type 
of traffic is segregated, the by so doing the ability of the 
railway to operate at a minimum overall cost is impaired, be~ 
cause not only will there be an increase in train miles required 
to handle the specific traffic as compared with the train miles 
required to handle it if pooled with other traffic, but also 
there will be an increase in the number of train miles required 
to handle the belance of the traffic which has not been segre~ 
gated. The reason for this is plain, because the ability to 
adjust trainloads to engine ratings is limited by the amount of 
pooled traffic passing through cach terminal. It will be readily 
seen that to apply the unit trainload idea to any substantial 
portion of the general traffic would create a difficult and 
expensive type of operation. 

The distance from the Drumheller area to North Bay on 
the Canadian Pacific is 1,854 miles, and the fluctuations in 
treinload capacity between those points are graphically illus- 
trated in the chart attached to this memorandum as sippendix "4", 
The theoretical train cannot commence at Drumheller with more 
than 47 cars; it may inerease to as many as 84 cars on the flat 
prairie section, but will decrease to 26 cars in the extremely 
difficult operating territory around Lake Superior. In other 
words, the so-called 50 car train may at one time be almost 
twice thet number of cars, whilc on another occasion it will 
be approximately half. In winter months these figures will be 
reduced so that the train will have, for part of its journey, 
fewer than 25 cars. 

If the train moved betveon the same two points via Cana~ 


dian National the number of cars would very between 38 and 78 
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during summer months, as is more particularly shown on the 
chart attached hereto as Appendix "Bt, 

Obviously, these fluctuations ereate the necessity for 
double-heading the train et ccortain points and splitting it into 
several trains at other points. Alterations of this kind in the 

hysical composition of a train will naturally effect operating 
costs and resultant freight rates. 

The whole question of transportation of coal from {lberta 
to Ontario has for the past twenty years and more been given the 
most extensive study by the Government and the Board of Trans- 
port Commissioners whose reports and judgments show that practi- 
cally all of the consequential matters in that connection now 
raised before this Commission have already been fully considered. 

MR. SPENCE: Now I may add that we understand that a 
supplementary bricf will be read to the Commission by Mr. Jesse 
Gouge and we have just received coples of that in the last few 
dayse Naturally we have not had time for an analytical study 
but we have noticed several fundamental statements in which we 
think Mr. Gouge is in error, and a witness will be produced at 
the end of this submission in order to deal with that brief 
just in that way. 

BY COMMISSIONSR McL.URIN: You have covered the ficld of 
this solid trainload situation? That is the whole submission 
of the railroads in regard to the solid trainload? 

MR, SPENCE: Yes, we are going on to something else now, 

BY MR, FRAWLEY: Except that we propose to ask Mr. Knowles 
and Mr. Jefferson some questions on it. 

BY COMMISSIONER McLwURIN: Oh, we will get more information? 

LON Gi MO Piel 

BY MR, FRAWLEY: ind not only that, sir, but, I have not 
discussed it with Mr. Gouge but I think perhaps he would like the 
privilege of asking some questions, and for my part I would be 
very glad. 
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department of the Canadian Netional Railways. 
BY COMMISSIONER MORRISON: What department? 


MR. SPENCE: From the economic department of the Cenadian 
National. 

BY MR. FRaWLEY: Of course you don't mind if we want to 
ask Mr. Jefferson cr Mr. Knowles some questions? 

MR. SPENCE: Oh no. I presume you want to ask the man 
who theoretically knows the most about it. 

BY MR. FRaWLEY: Oh yes, sure. 

BY COMMISSIONER McLAURIN: We would like to hear from an 
Operating man. The thing against the solid trainload is that 
it is hard to operate, 

MR. SPENCH: I might say the witness we intend putting on 
is from the Department of Rescarch end Development, which is 
the department which deals with operating matters and makes 
studies. He is thoroughly ccnversant with the subject matter 
and I think can give the Commission all the informtion it 
desires. (Continues brief): 

Edmonton Sittings ~ april 16, 1945 - Volume XXVII ~ Page 2365 

In the submission of the Honourable N. EH. Tanner, Minis-~ 
ter of Lands and Mines for the Province of Alberta, reference 
is made to the "American Market" and with respect to the move-= 
ment of Alberta coal to United States points, he stated:- 

There has always been a small amount of 
Alberta bituminous coal marketed in the 
adjoining states of the Union. 

In the past they have welcomed Canadian 
coal when supply wes short but when their 
own coals become -plentifulr, barriers of 
onc description or ancther have restricted 
the free entrance of Alberta coal. The 
control of such movement rests in large 


measure with the U.S. Interstate Commerce 
Commission, which can be, and sometimes 
have boon, quite arbitrary in the issue of 
regulations unfavorable to Canadian coal 
shen thcy consider the circumstances so 


warrant." 
The Canadian railways have succeeded in establishing 
joint theough vates on coal from Alberta to destinations in 


1 : + 
Idaho, Washington and Oregon, but have not been able to establish 
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such rates to Montana, North Dakota, South Dakota or Minnesota 
due to the objections of the United States railways. 

The Canadian railways have gone as far as possible to 
establish low proportional rates on Alberta coal to the inter- 
national boundary, the rates beyond being published by the United 
States lines. Mr. Tanner is incorrect in his opinion that the 
Interstate Commerce Commission has put barriers in the way of 
the movement of Alberta coal to United States points; on the 
contrary, in a case brought before that Commission by the Alberta 
Coal Sales Company complaining of the rates from the international 
boundary to points in North Dakota and Minnesota, 142 I.C.C. 542, 
the Commission found that the rates were unreasonably high, 
ordered them reduced for the future and awarded reparation on 
previous shipments. The United States railways appealed this 
case to the United States Supreme Court (Great Northern Railway 
Company versus Sullivan, 294 U.S. 548) on the ground that the 
combination of the two rates, namely the low Canadian rate and 
the high United States rate, together made a combination rate 
which for the distance involved was not unreasonable compared 
With rates for similar distances entirely within the United 
States. The Supreme Court agreed with this contention, re~ 
versed the decision of the Interstate Commerce Commission, 
cancelled the award of reparation, and permitted the higher 
rates south of the boundary to remain in effect. Thus the 
establishment of very low rates for the Canadian portion of the 
haul had the unusual effect of maintaining higher rates on the 
United States side of the boundary, because the total combination 
was not considered unreasonable by the United States Supreme 


Court. 


Edmonton Sittings ~ April 160, 1945 - Volume XXVII 
Pages 2387-23889 
Hdmonton Sittings - April 17, 1945 - Volume XXVITI - Page 2448 
The Honourable Mr. Tanner summarized his consglusions on 


page 2448 of the Proccedings:- 
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"Freight Ratcs 
"8. That the Dominion Government take 
immediate and effective action to establish 
by statute substantially reduced freight 
rates for coal with provisions for 
flexibility to meet emergent or changing 
conditions. 
"9, That this Royal Commission make a com~ 
plete and thorough investigation with the 
Board of Transport Commissioners and the 
railways of the present high basie S8~per= 
ton freight rate on coal shipments from 
Alberta to Ontario. 
"10. That a complete examination of freight 
handling costs be conducted in respect to 
present day conditions to determine the 
possibility of rates morc favorable to coal 
through the use of modern equipment and 
solid trains." 

Apart from the obvious objections to freight rates being 
fixed by Parliament, which have bcen fully recognized by Parlia~ 
ment itself in the past, it must be pointed out that if such 
statutory rates on coal as Mr. Tanner proposes were to be 
enacted, simple justice to the railways would require that the 
principle enacted in the Maritime Freight Rates act be written 
into legislation, namely, that the necessary funds be provided 
by the Dominion Government to pay the differenec between tho 
statutory rate paid by the shipper and the normal rate. The 
Crows Nest Pass grain rates, to which the Honourable Mr. Tanner 
refers, were established by the Canadian Pacific Railwey Com- 
pany in consideration of a subsidy for building a branch line 
through the Crows Nest Pass, and in order to provide parity of 
treatment were subsequently made applicable to all grain and 
flour moving from points west of Fort William to Port william 
over all lines of railway subject to the jurisdiction of Parlia- 
ment. The statutory rates on grain were therefore established 
in special circumstances, and the railways will object to the 
establishment of any statutory rates without corresponding 
compensation. If statutory rates were imposcd for the movement 
of coal without compensation there would be nothing to prevent 


Similar Acts of Parliament in respect of lumber, cattle, ores 
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the National Treasury, 

Réferring to the Honourable Mr. Tanner's proposal of en 
investigation into ths alleged "high basie rate of $8.00 per 
Gon on coal shipments from Alberta to Ontario," this rate is 
not a"basic"rate, but is in fact a subnormal rate, established 
for the purpose of endeavoring to develop the movement of 
Alberta coal to Ontario. This may be fonfirmed by an examine- 
tion of the public records of the investigations by the Board 
of Transport Gommissioners. as to the transportation costs 
referred to, they are now approximately one-third higher than 
they were when this rate was published, 

BY COMMISSIONER McLAURIN: The vates are approximately 
one+third higher, or the costs? 

MR. SPENCH; The operating costs are one-third higher, 

BY COMMISSIONER McGLAURIN: Oh yos; I'm sorry. 

MR. SPENCE continues brief: 

Regina Sittings ~ April 19, 1945 ~ Volume XXIX - Page 2652 

In the submission of Mr. M. A. MacPherson, K.C., on bew 
half of the Regina Fuel Dealers! association, the following 
statements were made:- 

"In the matter of wartime restrictions the 
dealers have found that the regulation in 
respect to credit is most desirable and they 
feel that by mcans of this regulation many 
of the dealers have been able to keep in busi~ 
ness. In peacctime they do not believe that 
there can be to the same degree the ordcrly 
dslivery of coal as has been sought during 
the war. They suggest that if the mines and 
railways could gct together and if there was 
@ small reduction in the price of coal and 
freight rates, so that in turn the dealer 


might pass this reduction on to the consumer, 
that there might be here a measure of summer 


delivery." 
Mr. MacPherson was of the impressicn that something was 
one in this connection in 1921, but not followed up or worked 


out. Mr. MacPherson promised to look into the matter further 


and advise the Commission. 

Mr. MacPherson's recollcction appears to be quite correct 
and for the information of the Commission the following state~ 
GN sabCy ; 


mennme exoloain what transpired. 
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Upon an application of the Fuel Dealers! association of 
Greater Winnipeg, the Winnipeg Board of Trade, and others for 
a reduction in the freight rates on coal in Western Canada be- 
tween the dates of April lst ana October lst of each year, the 
Board of Transport Commissioners held a Hearing at Winnipeg, 
April 27, 1921 and May 21, 1921, rendered judgment and issued 
General Order No. 541 (J.0.R. & Re ~ Volume XI - No. 5 ~ Pages 
98-101 ~ June 1921). 

In this General Order the Board ordered:~ 

"That all railway companies subject to the 
jurisdiction of the Board interested in the 
coal movement in the three Prairie Provinces 
be, and they are hereby, required to reduce 
the rates on coal from mines in the Pro- 
vinees of Alberta and Saskatchewan to points 
in the Provinces of Alberta, Saskatchewan and 
Manitoba, by ten per cent, including coal 
actually billed out up to and including the 
Slst day of august next; such companics to 
file tariffs to this effect, effective on the 
lst day of June next." 

This reduction in rates was made effective by the rail- 
ways by appropriate tariff action but was not renewed after the 
Summer of 1921. The reduction had, for its purpose, not only 
the lowering of the rates of the Railways but also a reduction 
in the price by the producers as well as the dealers at the 
consuming points. The experiment was one with unsatisfactory 
results to the Railways as well as the producers and dealers. 
411 that was accomplished was a reduction in the revenue of the 
railways on the coal which moved during the period the reduced 
rates were in effect. As a matter of fact, during the period 
the reduced rates were in effect, with the exception of the 
last two wecks in August, less coal moved than in the corres- 
ponding period of the previous yeare On the coal which moved 
during the last two wecks in sugust, when there was a substan- 
tial increase compared with the same period of the previous 
year, it appeared that the reduction finally found its way into 


the pockets of the dealers, as the price advanced as was usual 


in September and the consumcr did not receive any benefit. 
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Your Commission might be interested in reading the evi- 
dence given before the Board of Transport Commissioners at a 
hearing in Calgary, Octobor 1, 1921, by Mr. Jesse Gouge, when 
Siving evidence in conncction with a transfer track between the 
Canadian Pacific ana Canadian National Railways, at Drumhcller:- 

"MR. GOUGE: I may say there was about fifteen days of rush 
during this fallts Operations, in the last half 
of jugust, just prior to the time the reduced 
iréight rates were restored to the old figure. 

THE ASSISTANT CHIEF COMMISSIONER: Is that the only period 
in the summer when the effect of the reduced 
freight rates was felt? 

MR. GOUGH: That is about all the cffect we found. The 
last two weeks of august there wag pretty 
heavy business. During that time we Loaded 
around 250 cars a day appr ximately.* 

BY THE CHAIRMAN: They didn't reduce the price of coal, 
did they? 

MR, SPENCH: No sir. (Continucs bricf): 

The reason scems quite apperent why there was no public 
demand for a renewal of the rcdueccd rates during the summer 
months;the experiment hed failed to accomplish the purpose for 
which it was designcd and was most unsatisfactory to the rail- 
ways as well as to the producers and dealers. 

Regina Sittings ~ april 20, 1945 ~ Volume xxx - Pages 2695 ~ 2696 
in the conclusion of the submission of Mr. C. L. Thomp- 

son, General Manager of the Manitoba and Saskatchewan Coal Co. 

Ltd., one of his recommendations proposed:- 


"S. That an average demurrage rule be estab- 
Tisned,” 


What Mr. Thompson means is, for example , that where a 
consignee unloads a car in one day instead of the two days free 
time allowed under the Demurrage Rules, he should receive credit 
of one day, which could be applied on another car which may be 
delayed three days in unloading, thus offsetting the charge for 
demurrage which would otherwise be made for the third day. 

This proposal has been dealt with by the Board of Trans- 
port Commissioners on three separate occasions, and has been 
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public intcrest to establish such a rule. See order 6264 of 
the Board February 8th, 1909, in the application of the Wallace- 
burg Sugar Company; Gencral Order 285 of March end ,ulasG= vin 
the application of the Canadian Manufacturers jssociation, and 
In re Car Demurrage Rules 24, G.R.C. 180 at page 196. 
Regina Sittings - April 20, 1945 ~- Volume XXX - Pages 6720=2729 

In the brief submitted by Mr. R. D. Newsome, on behalf of 
Jenish Bros. Mine, Tisdale Mine and the Northwest Coal Company, 
in the Estevan ~ Bicnfait area, it is alleged that these mines 
were unfavorably affected by the ruling of the Board of Trans- 
port Commissioners in 1940 which permitted the railways to make 
an agreement with other mines for the transportation of coal at 
rates lower than the normal tariff charges in consideration of 
the entire traffic of such mines being handled Dy Beds 

The agreement between the Railways and certain coal mines 
in this area is an agreed charge which is filed with and ap- 
proved by the Board of Transport Commissioners as 0,7,G. (AcCe) 
No. 17, which agreement was made under the provisions of Part 5 
of the Transport Act, 1938, 2 George VI Chapter 53. That act 
was passed after an investigation and hearings lasting many 
weeks by a Committee of Parliament. The act was passed for the 
very purpose of giving the railways some relief from the oner-~ 
ous provisions of the Railway Act with respect to competition. 
For many years unregulated truckers had carried traffic at 
unremunerative rates during period of good weather, and the 
Shippers merely used the Railways as a standby when trucking 
servics was not available, especially during severe winter 
periods. The result was that in some cases the Railways were 
forced to abandon their branch lines because cot the unreminere 
ative and spasmodic character of the traffic on such lines. 
The agreed charge enabled the Railways to make contracts with 
shippers, who had heretofore beon using trucking service, where-~ 
by in return for ratcs below the normal tariff rates the Railways 


were assured of business the year round. <All agreed charges 
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are subject to objection by any shipper who might consider hig 
business adversely affectcd by such agreed charges, and in this 
case the three firms referred to had their day in court before 
the Board of Transport Commissioners, when all the objections 
they could raise to the agreed charge were stated and were over- 
ruled by the Board of Transport Commissioners in their Judgment 
reported in Volume 30, J.0.R. &R. at page 4536. 
Winoipes Sittings ~ april 24, 1945 - Volume XyXI - Pages 2809-2810 
In the submission of Mr. i. H. Brett, for the Winnipeg 
Coal Exchange, on behalf of the rctail coal dealers of the 
Greater Winnipeg area, it is inferred that freight rates should 
be lowered because the existing structure encourages competition 
from other fuels. The rates on coal from Albcrta points to 
Winnipeg were prescribcd on a rcduced basis by the Board of 
Transport Commissioners in the Western Rates Case and if the 
Winnipeg Coal Exchange now considers that a case oan %< mnA- 
out for further reductions they should address themselves to 
the Board, which is the only forum before which such matters can 
lawfully and effectively be dealt with. 
Winnipeg Sittings ~ april 24, 1945 - Volume XXXI - Page 2837 
In the submission of Mr. Teeke Holmes for the Red River 
Co-Operative Supply Limited, he concludes with recommendations 
that lower freight rates and lower coal prices by mines and 
dealers be established for the months of May, June, July and 
wigust in order to encourage summer movement of coal. This 
question was also raised by Mr. M. 4. MacPherson, K.C., on be- 
half of the Regina Fuel Dealers! association (Regina Sittings ~ 
april 19, 1945 - Volume XXIX ~ Page 2652) and our comments on 
pages 18 and 19 of this memorandum constitute a complete answer 
thereto. 
Winni pe g Sittings - spril eo 45 = Vo lume XXXII - Page Ss a ot4—15 
In the brief of the Great West Coal Company Ltd., read 
by Me. F. H. Nord and supported by Mr. J. R. Brodie, General 


Maneger, it was stated:~ 
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"It is our opinion that there is a tremon- . 
dous market available to western coal pro~ 
ducers, by Government assistance to over- 
come the very high frcight ratcs. We havo 
already demonstrated that, progressively, 
this market can be enlarged to substantial 
proportions. During the peak of the do- 
pression freight rates were lowcrod on tho 
american sidc, at the instigation of the 
United States Government, to assist the coal 
industry. Application was madé before theo 
Board of Transport to continue these rates 
through into Ontario on a combination rate, 
resulting in laying down the coal at a lower 
cost than hcerotofore. This hardly scemed to 
be a logical step in vicw of the fact that 
the Federal Government was subsidizing 
westcorn coal to get into that market thon 
facilitating the holding of that market by 
lowering froight ratcs con an gmerican product." 


The facts in this matter arc that in 1935 the Railways 
found that there was a ereat diversion from the allerail routes 
to the rail and water routes of anthracite coal destined to 
points bordering the St. Lawrence River and Lake Ontario, and in 
an effort to regain this traffic, the United States Rahs coe 
jointly with the Canadian Railways reduced their rates to a 
few such points. Rates to the interior points north of the St. 
Lawrence and Lake Ontario were however not disturbcd. The 
Railways did not create this situation; it was forced upon them 
by competition. The coal would have moved via the United States 
lines to Oswego or Buffalo and thenec by water if the Railways 
had not met this competition. 
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In the bricf of the Great West Coal Co. Ltd., mentioned 
above, reference is made to the rate situation on coal from 
Western Canada to the United States and in the reverse dircction. 
It would appear from the proccedings that there was much con» 
fusion during the discussion as to just what was involved. With 
the view of endeavoring to clarify the matter it might be 
stated that:- 


1. ag to the reference to rates on coal from points 
in Saskatchewan and alberta to destinations in 
the States of North Dakota, South Dakota and 
Minnesota, the situation is fully explained in 
the comments made on pages 15 and 16 of this 
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memorandum with respect to the submission of 
the Minister of Lands and Mines for the Pro- 
vince of Alberta (Zdmonton Sittings - april 

16, 1945 ~ Volume XXVII - Page 2365). 


Be AS to the reference to rates on coal from pro-= 
ducing points in the States of North Dakota and 
Montana to destinations in the Provinces cf 
Manitoba, Saskatchewan and ilberta, there ere 
no through rates and the combination of rates 
to and beyond the international boundary is 
properly applicable. This is the same prac= 
tice as prevails in the reverse direction. 

5. Through ratcs have been in effect for many 
JearsS on coal from Duluth to stations in the 
Provinces of Manitoba, Saskatchewan and il- 
berta. These rates are on the same basis or, 
higher than the rates from Port arthur and 
were publishcd merely for the purpose of pro- 
viding an alternative route through Duluth 
to the Canadian West on coal originating in 
the eastern part of the United States. AS 
far as southbound coal traffie from Canada to 
the same territory is coneerned, United States 
lines have declined to join in through rates, 
as explained previously in this submission, 

BY MR. FRaWLEY: Mr. Spence, I have just been looking it 
up. That is what John Brodie said, They said they bring coal 
into Canada on favorable rates which have been set up by tariff 
and we simply can't send our coal back down there on the same 
rates, and you admit that and say that is quite so; the United 
States railways have not seen fit to establish such rates. 
That is what John Brodie is contending, 

BY THE CHAIRMAN: «and is there co-operation between the | 
United States railways and our railways? 

BY MR. FRAWLEY: Mr. Morrison in raising the question, 

On page 2977 of the Winnipeg sittings, said: "The point that 
you are trying to make is that if you bring coal in from a 
given point in the United States to market you can't ship back 
Over that same line a carload of coal mined in Canada and land 
it at the originating point for the same cost? Mr. Brodie: 
That is what we maintein should be done," 

BY THE CHAIRMAN: I am suggesting our railways could co» 
Operate by refusing to give them the rates they are looking for. 

BY MR, FRAWLEY: Yes, our railways should say, "we won't 


bring in your coal from Duluth if you won't do that." 411 that 
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is in the hands of the railways, and good business, or what 
they think is good business, dictates what should be done, 
However, we can ask the witness about that. 

MR. SPENCE continues brief: 

Winnipeg Sittings - April 25, 1945 ~ Volume XXXII - Page 2911 
Mr. Je Mowat, on behalf of the Federal Grain Limited, 
complained of a form of competition which is considered vicious 
and unfair and is known as "snowbirding". This apparently has 

reference to individuals who obtain cars of coal which are 

placed for delivery on the Railway Companies! team tracks and 

deliver the coal from the car by truck. These individuals 

operate only during a few months of the year and maintain no 

storage facilities, scales or office equipment. This the 

legitimate coal dealer considers an unfair practice which should 

not be permitted. The practice is one to aiconiens Railways 

do not subscribe and the Canadian Freight association hes in 

force a ruling published by circular at Winnipeg on the 2lst 

March, 1932, prohibiting the practice. <«nyone violating this 

regulation of the railways is subject to a fine of $40.00 

for each offence. 

BY THE CHutRMaN: I sco you say "Logitimate". Is there any-~ 
thing illegal about what they call in the West "snowbirding'"? 

MR, SPENCE: Well, it is peddling on railway company property, 
Which is prohibited by railwey bylaws. 

Q and of course the railways in that part of the country are 
very much interested in the distribution of coal? 

ix Y@Se 

Q Part of their business? 

4 Part of their business, yes sir. 

@ But isn't that contrary to public policy? 

A -I beg pardon, sir? 

Q@ Isn't that contrary to public policy that you are allowed 
to make restrictions, a penalizing restriction, on persons 
who want to deal with your road? They get the coal in over 


your road, the “snowbirds" as you call them, and then if 
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they go on your property to take dclivery of the coal they 
are subject to a fine? Ig that right? 

Perhaps that is not very clearly stated, sir. If they actu-~ 
ally scll the coal from the cars on our property, that is 
prohibited. In othor words, wc can't discriminate by pro-= 
viding our yerds for cortain dcalcrs to carry on thcoir busi. 
ness in, 

For yoursclves, as a matter of fact, because in practically 
cvory station along tho west the Canadian National and the 
C.P.R. have their coal deliverics, operate all their 
busincss. 

Oh ycs, but the business is not carricd on by an outside 
person on railway property. He may have his car of coal on 
our property and as long as he carrics on his busimss oute 
Side cf tho railway promises <-~- 

You don't just get my question. 


I beg your pardon. 


BY COMMISSIONER MORRISON: I hope you keep cnforcing that law 


on snowbirds. 


BY_ THE CHAIRMAN: Not if I can holp it. 


BY MR. FRaWLEY: Suppose I bring a car of coal in ana put it 


ds 


BY. 


on a track, and if I havo due rogard to the demurrage rules 
what is to prevont mc from inviting Mr. Mathcson to take 
Helpact that. Load? 

Nothing. 

What is to prevent mc from going around beforehand ana lining 
up about ten Mr. Mathesons and saying, "Come along with 
trucks when the car arrives and take one-tenth of the car cf 
coal." Is there anything wrong with that? 

No, I don't think there is. It is a difficult thing to pro- 
vent cntircly. 

COMMISSIONER MORRISON: I don't think this Commission hag 
jurisdiction to try the caso. 


THE CHAIRMAN: I don't know if Mr. Morrison has any author- 


BY 


ity to say that this Commission has no jurisdiction, theorcti- 
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cally. It seems to me that it is unfair treatment of citi- 


zens of this country who are trying to make a decent living. 


BY MR. FRAWLEY: Whether it is right or wrong I don't suppose 


/ 
da 


there is any doubt about it that your position in regard to 
this regulation. was taken as the result of urging by pcople 
in what they call legitimate business, paying taxcs in the 
community, who don't like this business? 

iv we didn't have regulations of that kind our property and 
facilities would be used by all kinds of people for carrying 
on all kinds of business, and we must regulate that. 

Of course the other point of view, that almost anything that 
reduces the heavy cost of distribution in this country 
Should be encouraged, not discouraged? 

Yes. Are you suggesting that the railway Should provide 
business premises for people engaged in the sale of certain 
commodities? 

No, but what is suggested is that you should not prevent 
access to your tracks for the purpose of unloading coal 


from cars, 


BY THE CHATRMAN: For which they have paid your charges. 


BY MR. FRAWLEY: Do you belong to the school that is Opposed 


A 


to them? There is another school that feels they should be 
permitted in order to reduce distribution cost. I am just 


asking you a question. 


I don't belong to one school or the other. 


BY THE CHATRMAN: Perhaps it is because the C.N.R. is a govern- 


Ji 


ment owned institution that they are doing this--I am not 
saying anything the C.P.R.--a nationalization of everything. 
In the operation of the railraod, Mr, Chairman, as you 
probably undoubtedly know, the management is given a frec 
hand, and certainly there is no intervention by our owners 


in rclation to snowbirding. 


BY THE CHAIRMAN: Wo are your owners, 


BY COMMISSIONER McL.URIN: 


I think the snowhirds should migrate, — 


mysclf. 
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Iam not familiar, of courso, with the by-laws. of all the 
companics, but I know how our own is worded and the only 
thing that it prevents is a person having a car of coal on 
our property and putting an advertisement in the paper to all 
and sundry, “Come down to my car and buy a truckload of coal," 
but if he ae up and sells his coal to various people be~ 
fore or after the car comes in and has it delivered from the 
car, I don't think you could stop that. I don't know that 

we want to. I mean, they are getting the car unloaded. It 
docsn't matter whcther it is his truck or somebody clse's 
truck that unloads it, but it is the cluttering up our pro- 


perty with a business that is not our business. 


BY THE CHAIRMAN: Exactly so, with a business that is not your 


particular business, because you are interested in providing 


facilities for coal all through that country in a big way. 


BY MR. FRAWLEY: and at so much a year? You lease your right- 


A 


A 


of-way to the United Grain Growers and other poople? 

Yes, wo chargo storage facilities. The man using that pays 
demurrage for failure to unload, and he gets promises. 

You don't charge him for premises, just for holding up the 
car? 

ixectly. 

That concludes everything you have got to say in general, 

I suppose? 

YES 


BY MR. FRAWLEY: I propose to follow Mr. Gouge and com- 


plete phe cross-cxamination of this witness, so with your pcr 


Mission Mr. Gouge will now direct some questions. 


BY THE CHAIRMAN: Personally as chairman I want to thank 


you two gentlemen. So far as I am concerned personally you 


heve enlightened my mind a great deal on some of the questions 


that have arisen. I had my own ideas about them in a great 


many cascs, but in some cases I had serious doubts. Generally 


speaking you have clarificd the matter very well, from your 


standpoint, I think. 
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BY MR. FRAWLEY: Mr. Chairman, we have a little impasse 
which I think we can take care of quite readily. The railways 
now would like to put a witness on to deal with Mr. Gougets 
supplementary brief and that is not at all unsatisfactory, 
because Mr. Gouge's supplementary brief does go back and deal 
With the question he dealt with in Calgary, so I think it 
better for Mr. Gouge to put his supplementary brief on the 
record, and then Mr. Curtis will be called by the railways to 
deal with that supplementary brief, and then Mr. Gouge can 
cross-cxamine generally on the whole subject, 

BY THE CHAIRILN: That is quite satisfactory. 

Exhibit 227 - Supplementary Brief on Coal Trans-= 


portation by Domestic Coal Operators 
agsOCiation of Western Canada - 


supplementary tO Hehibit 1le7 

UR. JHSS# GOUGH: I perhaps should apologize to this 
Commission for coming back a second time. However, I am not 
desiring to change or modify in any way the claims and repre- 
sentations we made in our original bricf and are only approach- 
ing the subject from a little different angle, with different 
and supplementary evidence. 

MR. GOUGH procceds to read Exhibit 227: 

In presenting tho original submission on the subject of 
transportation of coal from Jlberta to Ontario, at freight 
rates calculated on full train load shipments, from assembling 
points in Alberta, to some ccontral distributing point in On= 
tario, where the will tain could be most casily distributed, 
we suggested as tentative points for distribution, North Bay or 
Toronto. Morc carcful consideration given to the matter has 
convinced the writer who prepared the former brief that neither 
of these tentatively suggested points is the most advantageous 
that might be sclectced, as neither approaches the actual cen- 
trc of that most densely populated portion of the province, 
where domestic fucl is in greatest demand and where shipping 


distanecs from the distributing centre would be the least. 
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While there could no doubt be more than one such point of 
nearly cqual advantage, we have decided that a much better 
point than cither of those first mentioned would be Orillia. 
This central point involves little over one hundred milcs long-= 
cr haul for the entire train than would North Bay, but shorter 
hauls to a much greater number of possible consumers. To 
sclect Orillia would involve a readjustment of the tentatively 
suggestcd rates and this supplemental bricf and the further 
arguments and evidence herein submitted will be predicated on 
this suggested centre. 

If Orillia be chosen as the central destination of train 
load shipments, it would be possible to increase the train rate 
first proposed to $9,000, or an increase for the approximate 
additional one hundred fifty miles of two thousand dollars 
revenue for the full train portion of the movement. The change 
of the distributing point would in no way alter thc suggested 
ratc of 1/2 cent per ton per milo for the shipments beyond tho 
distributing point, but would permit the reduction of the 
guaranteed minimum distance to a radius of one hundred miles, 
instead of three hundred miles, and if distribution was made 
at a greater distance, the rate would still remain et half a 
cent per fon mile for the extra distance which would result in 
an irene of railway revenue to such points, over the gross 
amount suggested in our original brief. For the present and 
some time in the future, this circle with a radius of one 
hundred miles from Orillia would absorb all the domestic coal 
which could be supplied from Alberta, until such time as the 
mines were enlarged and more highly developed, which expansion 
in production would follow as rapidly as it could be accom- 
plished. 

With ea wish to studiously avoid boring the Commission by 
any repetition of the data and arguments contained in our former 
bricf, the new data, evidence and submissions herein Gontained 
are submitted for your kind consideration, with a continued and 


fipm eontigtion that the rate can be adopted with profit to 
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the carricrs and immeasurable benefit to the country and the 
coal industry, without subventiongs or subsidy. 

| Relevant to the inquiry and in support of the reasonablo- 
ness of our proposals, we submit the following irrefutable data 
and comparisons, 

MR. GOUGE: Now owing to some statement made in the origi- 
nal brief I desire at this point to read into the record some~ 
thing from the Molasscs Case. This is from the Interstate 
Commerce Commission, Docket Number 4645, submitted October 28, 
1939, decided December 4, 1939. I call the Commission's atten- 
tion to this language particularly: "In ‘Advances on Coal to 
Lake Ports', 22 1.0.0. 604,620, we spoke of the fallacy of plac~ 
ing reliance"--I want to emphasize that word "fallacy"™--"on ton 
mile earnings as a basis for rate making, and said: tas the 
Commission has heretofore found in many cases, a much fairer 
basis is that found in the carnings per car mile and per train 
mits, =" 

The part of that that I wish to emphasize and get before you 
right now is the first two lines: "In many cases, a much 
fairer basis is that found in the earnings per car mile and 
per train mile." 

BY COMMISSIONER McLAURIN: Now that is not in your brief? 

MR. GOUGH: No. I am introducing it there because it is 
relevant to what I am going to say, and it answers in some vray 
the statement --- 

BY COMMISSIONER McLAURIN: I want to be sure I have the 
citation. 

BY MR. FRAWLEY: It is officially referred tis 2% 25551 .00. 
page 485. It is called the Molasses Case. 

MR, GOUGH: That is the first case in which the 1.¢.i0% 
ever approved and ratified multiple car shipments, but in this 
case it is said here that a much fairer method of finding out 
whether a rate is satisfactory and just is in the train mile 
earnings rather’ than in the rate per ton. That is easily 
understood, I think, when we sec that train mile carnings in- 


volve all the clements of cos transportation, high and low 
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classification, different rates, everything that can be mixcod 
in, and we come out at the end with a roal carning per train 

mile, and this argument inthis brief relates cntirely to the 

question of train mile earnings. (Continues brief): 

(1) The train revenue of $9,000 for the nineteen hundred 
fifty miles (from Lethbridge, Drumhcller and Fdmonton) of the 
full train movement, will yield a gross revenue per train milc 
of $4.62 per mile to the carricrs. Official records compilcd 
from reports made by the railways to the Department of Trade 
and Commerce, show that this rcturn per train mile equals the 
average freight earnings per train mile of all the railway com- 
panics for the period 1915 to 1934 and closely approaches the 
return of any year, up to and including the year’1942, when 
earnings have been strongly stimulated by war business. 


Year Book ~ 1956 - Page 665 


: Receipts <fvorage <Average iverage Revenue 
YEAR per Ton Length Train Load Load per Freight 
Heauled of Freight in Net per Loaded Train 
Haul fons Gar Mile Mile 
eles Tons fons” = 
1915 (June 20) 1.52 247 344, 18.43 2.28 
1926 u it eh S16 411 AGC 2269 
1917 " " A 317 436 22.24 O.eL 
1918 " Wy ere 303 457 Boel 32 d0 
1919 " Svar 29k 4.4.2, 20-46 4.26 
1919 (Dec. 31) 2.43 295 434 Cowen 4,36 
1920 it v o40e8 319 457 boc 4,89 
1921 " mt igo blo 447 aeele SoHE 
Beara " " Beoe 348 481 SOgU0 one 
iS regs) " Mt 284 Boe 512 26,44 bee 
1924 " n Gale SOT 494 AON S Sao 
coco 1" nt eS 338 519 foo LL 5.25 
1926 n " oe dao 519 Lomo t een 
1927 " r Bao 529 514 Bogo0 Seer 
1928 " 1 Bevo SDL BOY 25.96 5.04 
1929 n 1 Bet? 304 D238 Bee 5.74 
1930 " " 2280 308 509 24434 5.0@ 
1931 " " 3,00 54.7 514 24.68 bend 
1932 " " Geeu 480 se Ie Bowl 4,84 
1933 " " Balt 368 52d 24.92 4.98 
1934 " n 3200 343 522 24.69 5,09 


For this twonty-one ycar period the average earnings of 
all railways was $4.67 per freight train mile. For the scven 
year period from 1936 to 1942 inclusive, the average for the 
year 1942 was 95.51 = 1943 Y. B. P. 578. These average carnings 


by train miles include recoipts from all classes of traffic from 
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double first class to tenth class coal. 

The coal earnings being considered of $4.62 per train 
mile is for a long haul of 1950 miles, full train, against aver-. 
age train load distance of four hundred miles and a full train 
all the way, the advantages of which are recognized by all rail- 


ways and more fully analyzed later in this brief. 


COSTS OF OPERATING - PER TRiIN MILE 

Up to 1942 the railways reported annual costs of operating, 
by the train mile, and these figures are published in Trade and 
Commerce Year Book 1936, page 661, and Year Book 1944, page 578, 
The full table by years will not be included here, but the 
highest cost per train mile during that first period was in the 
years 1920 to 1921. The ensuing years from 1921 to 19454 show 
declining costs per train mile, reaching the minimum cost for 
the fifteen year period of $3.12 per train mile in 1954. The 
average for the twenty-one years being 35.20. 

Since 1934 the table of operating expenses per train mile 
Will be found in Year Book 1944, page 578. By this table the 
average cost per train mile is shown to be $3.53, the highest 
cost being in 1942, a war yoar where the cost per train mile 
was $4.03. 

If we were to use the highest figure quoted of $4.03 for 
train load cost per mile and compare it with our proposed 
revenue for the coal train to Orillia, of $4.62 per train mile 
for the whole distance, the calculation would show a net profit 
of revenue over costs of operation of 59 cents per train mile 
or 145% profit. 

If we deduct from this cost the 33% admittedly saved by 


reason of the train load movement, the cost would be reduccd to 


#2.79 per train mile and show 4 profit on our train loed of 


$1.83 per train mile. actual operating cost per train mile 
pte f 


: : 942 as reported to the 
during the seven yoars from 1936 to 1% port 


" "h . me 
Department of Trade and Commerce averaged $3.53 and the average 


sross earnings $4.40, which left an average profit of only .77 
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cents per train mile during this period for all traffic. The 
C.N.R. alone with train mile earning of ¢5.09 for the high year 
of 1954 would show a profit of $1.06 per train mile. (Y.B. 1936 < 
p. 674.) ‘Whore is the need of any subsidy here? On the basis 
of full average cost per train mile of $4.03 (the high figure of 
1942) without any allowance for train load movement and long 
distance, the profit on our train of 59 cents per train mile is 
large cnough to pay well without subsidy. Allowing for tho 
train load and long distance features, the profit on each train 
would be 64,744. 
THE TRaIN LOw) MOVEMENT 

When we analyzo the statistics applicable to this subject, 
on a traih mile basis, the great saving in costs accruing from 
the train load movement becomes more easily understood. The 


following table will be found in Year Book 1943 ~ 44, page 585, 


Receipts AVCLrage average Average Revenue 
per Ton Length Trainload Load per per Freight 
Hauled of Revenue Loaded Train 
Freight Tons Car Mile Mile 
Haul 
@ Miles Tons Tons % 
1936 3ed8 348 526 24.75 5410 
Loot Sree O27 O14 25.90 Delt 
1938 3200 ode 043 B0c0? 5218 
1939 3208 ale 602 27.28 5.48 
1940 Se41 387 638 Boeog 5.63 
1941 5-61 428 686 A I 5.78 
1942 O74 417 729 50.71 6.53 


MR. GOUGE: Right at this point, I had presumed tat 
the question of a saving by train load movement was so univere 
sally accepted that there would be no dispute about it. [I dis- 
covered on hearing the brief submitted by the railways that they 
do say there is no saving by train load movement and they use 
the words, “If we examine it superficailly it may seem to indi- 
cate that. On that point I would like to read into the record 
a little bit of evidence on that particular subject. 

BY COMMISSIONER McLAURIN: You are reading from the "molas~ 


scs case" again? 


MR. GOUGH: Yes, I am. In this case, gentlemen of the 
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Commission, you will obsorve that there was a very exhaustive 
and complete investigation. It recites and cnumcrates a great 
many previous cases which had been up for a similar reason and 
had becn disallowed by the Commission, and the language I wish 
to put in the record is -- 

BY MR. FRAWLEY: What page, Mr. Gouge? 

MR. GOUGH: Page 501. This is a guotation from the origi- 
nal finding: "Furthcormore the Illinois Central cost study 
indicates on its face that the sost of the loaded movement of 
this commodity in carloads is approximately 25% greater than the 
cost of moving 38 cars as a single shipment. If the empty-car 
movement be included, the excess cost indicated for handling 
the traffic in single carloads is 17%." 

Now that is in response to the statement there has been 
nothing but superficial investigation. This is an exhaustive 
investigation by a competent court that had the matter under 
advisement and they say that the evidence conclusively shows, 

I think I will have some more to say about that perhaps in re~ 


vicwing the evidence which we submitted. 


12.00 NOON - COMMISSION saDJOURNED TO 2.00 P.M, 


AFTERNOON SESSION 


The Commission resumed at 2.00 P.M. 

BY MR, FRAWLEY: Mr. Kern asked me last evening for an 
opportunity to make a further short statement, something that 
he should have called the Commissioners! attention to yesterday. 

MR. ROY S. KERN: When yesterday Mr. Frawley asked me if 
there were any so-called trainload rates on coal in the United 
States, whether I forgot the situation or whether I was thinking 
only of the railways in the east I dontt know, but I answered the 
question improperly by saying no. There is one commonly and 
erroncously styled trainload rate from Arvkansas-Oklahomea anthra- 


cite fields to St. Louis. It is a rate that applies on quantities 
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of #,000 or more tons. It was put in there as an aftermath or 
as a part of the scheme in St. Louis for abolishing the smoke 
nuisance. They passed an ordinance which prohibited the burn- 
ing in handfired furnaces of coal having a volatility in excess 
I believe of 28%. In stokers any coal would work because it 
was then consumed with the desired amount of smoke. The 
arkansas-Oklahoma people told the San Francisco railroad that 
they could answer the fuel requirements of the city of St. 
Louis. Resulting from that ordinance they put the rate in, and 
although the city of St. Louis claimed that they were going to 
use tremendous quantities on the basis of this missionary rate 
those tonnages have never materialized. There is a little 
movement in there but it is not enough to have affected the 
movement of castern coal by all rail, the smokeless fuels of 
South West. Virginia. I daresay there is 200 tons of eastern 
smokeless coal moving into St. Louis since the ordinaene and 
trainload rate so-called for every one ton of sarkansas-Okla~ 
homa, so aside from the political aspects of the situation,it 
got beautiful publicity for the Fathers of the. city of St. 
Louis and for the Frisco Railroad, but the city of St. Louis 
has not benefitted to any appreciable extent at bane 

BY COMMISSIONER MORRISON: Do you think the City Fathers 
of St. Louis would agree with that statement? 

MR. KERN: Well, it has been published on a number of 
oecasions in coal trade magazines, it has been stated to them 
in their councils, and the tonnage record shows it. I think 
the strategy in back of the minds of some of the St. Louis peo- 
ple was that that might be a vehicle for reducing the rates 
from the eastcrn coal-producing districts, and they tricd 
mighty hard to do it, but it was not donee 

BY COMMISSIONZR McLaURIN: Do you know what the rate is? 

MR. KERN: $2.00. 

@ How does the rate compare with the mile rate? 


i I have forgotten what the distance is. It is something 
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W. -4449~ Roy S. Kern 
under 500 miles. The rate is $2.00 a ton, 
BY COMMISSIONER MORRISON: What would that be in the mill rate? 


f 


4. I think this statement shows something around 4 mills a ton 
mile. 

BY COMMISSION#R MeLAURIN: «nd what would the oarloadvratetbe 
for most of that coal from West Virginia? 

& Our carload rate down there via the shorter routes would be 
approximately 5 mills and via the longer routes would go 
down under 4 mills. 

Q Below the urkansas rate? 

& Oh yes. 

BY COMMISSIONER MORRISON: Talk about comparable things--the 
standard practice over the same route and the same distance 
and the trainload rate over the same route and for the same 
distance? 

i. Their rate was $2.75. The amount of reduction based on thae 
-2,000 ton shipments was 75 ccnts,. 

Q What is that in mills? 

& Well, $2.75 would carn a little over 5, I think-~6%. 

BY MR, FRuWLEY: Now, Mr. Kern, in an appendix to Mr. Gouge'ts 
brief filed at Calgary, Exhibit 127, it is stated: ooal 
from Fort Smith, Arkansas, to St. Louis - Distance, 416.5 
miles. Cited Petroleum Rail Shippers vs. Alton, £.S.R., 1 
C.C, 243, p.646. Single car rate per ton, $2.75; multiple 
car rate, $2.00. Percentage reduction, 273%." Is that a 
eres statement? 

A Yes, but of course it is not complete, because when it somes 
to switching the $2.75 covers switching and it is my recol- 
lection that the ¢2.00 doesn't. 

Q Might I suggest this, Mr. Kern, without imposing upon you. 
You would be in a position to obtain the precise information? 

AT have all the facts in the office, because I filed a prow 


test against that rate. 


Q@ That is a good reason why you should be well informed, and 
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would you mind writing to us and putting that in a bricf 
memorandum, so that we can find it in the tariff? 

A I would be very happy. 

Q Now I suppose you say it is not a trainload rate? You say 
it is erroneously referred to ‘as a trainload rate, it is 
muitiple cars. What is the minimum? 

A 2,000 tons. 

@ and this missionary rate, as you call it, is still in effect? 

i eats rignt. 

Q But you say not much coal is moving under it? 


+ 


& No, the movement has bcen a big Gisappointment to the Frisco 
Railway especially. 

Q You mean St. Lowis is still getting its coal from other ficlds 
at ordinary single car rates? 

A The bulk of the coal arriving in the city of St. Louis is 
coming in on per ton rates on per car shipments. 

@ I suppose the Frisco Railway felt that there were enough 
economies involved in a multiple car movement that they 
could put in that lower rate? 

A I don't know what their motives were but it is perfectly 
obvious they didn't get much business, they didn't effect 
many economies, and they didn't lose very much money trying. 

@ You wouldn't go so far as to say they didn't expect to get 
it. it was, justh a tronvt 

A They made a wonderful amount of highly desirable capital in 
the city of St. Louis. 

BY COMMISSIONER MORRISON: Missionary work is usually carried 
out on a non-profitable basis. 

A ie Iuse the term missionary--we are prohibited by law 
from publishing any rate that docsn't at least pay the oute 
of-pocket cost, plus something in addition. That is a 
matter of law. 

A And in this case this rate did cover those items? 


A Well, one might presume that it was never tested. 
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Q Let's be frank about this issue, because you just told us 
the law in your country and the limitations placed on you by 
law. Now that being so, those same conditions were placed 
on this railroad that published this rate so it is not 
merely an inference, it is a matter of fact, that that must 
be paying out-of-pocket cost? 

A That railwey has never been required to prove that it is 
lawful in that sense. 

Q Is it reasonable to assume that they are breaking the lew? 
Lots of railroads bresk the law for many, many years before 
the Interstate Commerce Commission get eround to finding out. 

Q I took it from your statement that you are not allowed to 
publish ratcs that do not at loast pay the out-of-pocket cost? 

A The I.C.C. just last week decided ell rates on armour plate 
in the 6ast were unlawful, and yot thcy were the same or 
lower than the rates put into effect in the last war. 

Q They didn't find out, they just caught up with them. 

& Maybe they will with these. 

BY MR. FRAWLEY; Will you just attend to this that Mr. Matheson 
has given me? The multiple car rate would figure out to 
about 4.3 mills per ton mile with a car of 50 tons, the 
regular rate approximately 6 mills per ton mile with a car 
of 50 tons. 

A That sounds like good arithmetic. 

Now another thing I want to ask yous it page 18 of your 
brief, Exhibit 225, you say: "“uny action by Canadian 
authorities designed to prevent or curtail the importation 
of United States coals would tend to so reduce the coal 
carrying equipment and capacity and hinder the development 
of United States railroads as to threaten their ability to 
wuld Canada again be forced 


meet transportation demands s ho 


by war or other crises t0 the same degree of dependence 


upon United States coals as in World Ward I and TIe* Now 


I think the most optimistic submission to this Commission 


shat the snag of Nova gcootia would like 
so far has been that the Provines OL Nova § 
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to scc about 2,000,000 tons more eoal coming up into Con~«- 
tral Canada than came up before the war. Now just assume 
that that much cxtra coal did come in, as a result of further 
government assistance or whatever you like. Now to what 
extent would that much extra coal detrimentally affect your 
Situation, both with regard to your coal carrying equipment 
and perhaps your dock cquipment on the lakes? 

A I wouldn't know, but if it were going to practically dis 
place the tonnage now moving say through Lake Ontario --- 

@ Yes, let's assume it would do that. 

& It probably would ruin the docks on Lake Ontario, because 


it would take away about all the business they have. 


& 


You, mean on your side om our side? 

& Qn the smericean side. If you took 2,000,000 tons away from 
Sodus Point and Oswego you would not have anything left. 

BY THE CHalRMAN: «re you talking about war time or pre-war? 

& any time. 

BY THE CHAIRMJN: Oh, it makes a big difference. 

BY MR. FRAWLEY: You ere now speaking of Lake Ontario? 

4& That's right. 
You erc not thinking of the two lakes together? 
That is why I prefaced my statement that if that tonnage 
were to be taken away from the docks in the Unitcd States 
on Lake Ontario it would mean that those docks would be no 
longer of any necessity. 

Q Let's assume it would take some away from the Erie docks and 
some away from the Ontario docks? 

A Well, of course I don't know the breekage point. 

Wheat I was putting to you was, it occurred to me that an 

oxtre 2,000,000 tons out of, how much came over last year? 

24,366,000 tons came overe 

& If we lost it out of thet I would not foresee any difficulty 

but that is not what we are going to lose it out of. We are 


going to lose it out of the 10,000,000 or 12,000,000 tons 


that was exported prior to the war. 
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Oh, well now, just a minute. In 19439 there were only 
9,900,000 odd exported. Theat Jumped to 24,566,000 in 1944, 
It is this 1939 figure you are looking eat? 

Yes. 

4nd you say you shut back 2,000,000 tons of that and it 
might have a serious effect? 

Yes. 

Now one more thing. are you familiar with certain discus~ 
sions that took place in 1941 between the Canadian and 
american railroads relative to the establishment of through 
rates. from coal originating points in the United States to 
destinations in Ontario? 

Not with anything in 1941. Several years carlier I sat in 
end presided over scveral meetings with Canadian railroads. 
Maybe my year is not right. 

I don't think it is wrong, because others had conferences 
that I was not in, Later. | 
There have been discussions then between the ismerican coal 
carrying roads and the Canadian roads relative to estab~- 
lishing through rates from originating points in the United 
States to destinations in Ontario? 

Yes, and I will tell you why. In 1932, I think it was, the 
Welland Canal was constructed, which had two instantaneous 
effects. The first was to divert tonnages from Lake Ontario 
docks to Lake Erie docks by reason of the lower vessel oper- 
ating costs from Lake Erie to Lake Ontario, and the second, 


and jorhaps the greater, effect was to divert coal from all- 
rail routes to rail and lake routes, primarily through Lake 
Erie. Now the first situation was at least to a degree 
helped by United States railroads with reduction on cargo 


coal rates to Lake Ontario ports. We reduced those rates 


in the mid thirties. I don't recall the measure of the 
reductions but I do know that the new rates to Lake Ontario 
were made on @ relationship of I think 12 conts a ton over 
the corresponding rates to Lake Erie ports, that being 
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approximately the difference in the boat rates from Lake 
Erie and Lake Ontario ports to Canadian destinations on 
Lake Ontario or maybe the St. Lawrence River. The other 
situation obviously was a problem more acute from the stand- 
point of Canadian railroads. We had several meetings with 
respect to the establishment of--woll, we talked joint 
through rates, we talked combinations end proportional rates, 
we talked anything thet would tend to put all-rail coal 

into Canada on a transportation cost comparable to rail and 
leke. We had no object or motive of reducing the overall 
transportation costs of coal to Canada. It was merely a 
matter of trying to equalize as nearly as possible the lLow- 
cst available transportation costs to Canada. 

BY THE CHAIRMAN: ind it was a move also to negative to some 
extent the subventions? 

& Oh no. 

Q Well, that was the effect of it? It must have been the 
effect of it? 

A It wag the building of thc Welland Canal that did that, sir. 

BY MR. FRAWLEY: I understand that those negotiations fell 
through? 

A ds far as the american roads are concerncd, we have never 
talked with anybody, wo have never seriously considered any 
action with respect to our froight ratcos tending to nullify 
your duty or your subventions, because wo naturally think 
that would be a fallacy and a futile action, because you 
would tave it in your power to rotaliate by imposing 
greater duties, and I don't think there would be any sense 

in doing ite 

ee fell through? 


Those discussions that took pla 


Theatyis correct. 


Oo & fo 


Why aid they fall through? ' _ 
We just couldn't get together on 4 matter of easy 
Qt understand that the i£merican railroads were willing but 
the Canadian railroeds were unwilling. Is tat right? 
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& I wouldn't go that far. I think they were both in a sense 
willing but one side thought the other side was insisting 
upon them absorbing too great a proportion of the ovorall 
reduction. I am not going to say that the smcrican roads 
were right or the American roads were wrong, or the Canadien 
roads were right or the Canadian roads were wrong. We just 
didn't come to an understanding. 

Q So that from the standpoint of all the roads that traffic 
was lost and now the great bulk of it goes cover the lake 
on to the Toronto docks, and Montreal? 


& That ts correct. 


CROSS EXaMINED By Mr. Gouge. 

Q@ Do you publish any competitive rates from the Appalachian 
field to St. Louis from any of your roads? 
We think all our rates arc competitive. 
Well, I think you understand what competitive rates mean as 
well as I do. 

A We call our rates to St. Louis depresscd rates because in 
their history they were influenecd by water competition. 

& New Orlcans? 

4 From the Ohio River. 

@ Now will you tell me what the rate is from Central «ppala- 
chian points to St. Louis, and the mileage 7 

& Well, the high volatile rate is $3.22 per net ton, the low 
volatilc rate is $3.57 per net ton. 

Q@ what is the distance to St. Louis? 

& I don't know, 

@ Can you tell me approximately? 

Well, the high volatile is something over 500 miles and the 

low volatile is something cover 600 miles. I wouldn't want 


to be any more exact than that with the figures. 
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CROSS EXaMINED By Mr. Dysart. 


Q 


Q@ 


Is it not a fact that despite the decision of the Inter- 
state Commerce Commission in the "molasses case", to which 
frequent reference has becn made here today, there has been 
practically no publication of trainload rates within the 
Unitcd States since that time, with the exception of the St. 
Lowis rate which you mentioned? 

speaking for the Hast, with which I am very familiar, there 
have been no trainload or multiple cer rates of any dcescrip- 
tion. as far as the West is concerned, I would rather have 
@ Southern or Western man answer that; I don't know. 

I won't press you for that. I understand you are a member 
of the Central Freight association Coal and Coke committco? 
I am the chairman: of the committec. 

Does your committee and your association favor trainload 
retes? 

Our members, at least when the last discussion of it took 
place, were unanimously opposed to trainload or multiple 

car ratios. 

I suppose that is reflected in the practice of the railroads 
in vofraining from instituting rates of that kind? 

We protcsted the St. Louis rate, and we protested and suc= 
eceded in having suspended a proposed trainload rate by the 
Illinois Central on coal. That was limited to a power 


plant. That rate has never gone into effect. 


BY COMMISSIONER MORRISON: What is the function of your conm- 


L 


Q 


re 


BY MR. FRuWLay: 


mittec? 
I can't say we make ratcs, but we do discuss freight rates 
and rules end regulations perteining to coal, coke and iron, 


and generally look after the intercsts of your constituent 


membors? 
Well, and specifically. 
I am interested in your answers to Mr. Dysart. 


Why are you opposed to tpeinioad or multiple car rates? 
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Well, I was on the witness stand in the Chicago thing far 
about a day and I don't think I said anything else than the 
reasons why we are against them. Basically, we don't think 
that they can be maintaincd without discrimination, we don't 
think they can be maintained without closing up a lot of 
routes, we don't think that they can be maintained without 
unduly favoring the big fellow at the expense of the little 
fellow. 
If trainload ratcos were established on a lower basis than 


earload, don't you think, if you had a coal industry 2,000 


Miles away from the markct and you had a very expensive freight 


haul to face in any event, that you would want to coxamine 
the possibility of cconomics which might be reflected in 
solid train movements for the sakc of ondceavoring to got 
this anyway high rate reduced? 

Oh, I think it is always wise and good business for a road 
to cxamine the possibilities of doing anything to got busi- 
noss on a reasonably attractive charge. 

But in your jurisdiction you don't move coal 2,000 miles to 
merket? 

Oh no, a movement of that nature is triviel, negligible; 
mercly odd cars of smithy coal. 

But whon you consider that any Alberta coal that wants to get 
into Central Canada has tc go 2,000 miles, would you not 
think that the question of the possible economics from train 
load rates would be, and should be, meticulously and persc= 
‘veringly examined by the railroads? 

I think that the railways might very well look into all the 
possibilitics, but if their sucecss in figuring out what is 
going to bo gaved boars out past experience they will waste 
a lot of tine. 

You think they will not find that anything will be savcda by 
endeavoring to move it by trainload? 


That's right. They are apt to find themselves speming a 
Co S ‘ 


Lot morc noncy heuling a given nunber of cars intact than 
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if they would accept the traffic as offered and send it in 
the type of trains they had available and could operate on 
the various sections of their railway. 

Would you not find that in fact that is how it is noved~-that 
whatever coal is moved from jlberta into Ontario is moved 
in at least multiple car lots of at least 20 to 25 cars? 
Then if it is moved that way I don't see how you can have 
any cconony in putting a tariff in to make it move that way. 
The rate is merely a unit of charge. It doesn't make any 
gitference, if your rate is fair, if 10 apolies on a car 

or a hundred cars. 

Of course it all comes back to the fact that you say that 
there will be no economies whatever in a multiple car movee~ 
ment as distinct from a car today, a car tomorrow and one 
next week? 

We think in the end it will cost us more, because we can't 
operate railways in the most efficient manner. 

Then why would you think that when the Canadian Pacific and 
the Canadian National established a rate to meet pipe-line 
competition on crude oil from the Alberta ficlds into the 
refinery in Saskatchewan that when they published the rate 
they said that it was applicable only when the commodity 
moved in lots of 25 cars or more shipped from one station 
by one shipper on one day on one bill of lading to one single 
destination? Now if they had to meet pipe-Lline competition, 
reduce the rate from 68 cents, then the rate published~== 
actually it was just a fifth class rate and nothing moved 
on it because the oil was not discovered at that time--but 
when it was discovered, then they put in this 19% cent rate. 
In other words, they made a big reduction because they were 
confronted with pipe-line competition, but wouldn't you say 
that the reason they put this condition into their tariffs 
ntea to obtain the economies that would 


was because they wa 
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one station by onc shipper on one day on one bill of lading 
to one single destination"? Wouldn't you think that was 
because they were trying to save money? 

I don't know what was in their mind, but I do know what was 
in the mind of the Illinois Central. That traffic was all 
travelling by barge and they wanted it on their rails. ‘Tho 
Illinois Central didn't care particularly whether they got 
it on their rails on a car lot or multiple car basis, but 
they didn't want to interfere with singlc car movements that 
were in effect in the same territory. Thq@ said, "We only 
want to meet barge competition. We only want to offer a 
reduced ratc with traffice that can move in quantities 

ee enough to fill up berges." It was merely ea device 
whereby the big fcllow gets a low rate and the little 

fellow pays a high rate. 

Let's just stick for a moment, because you are an cxpcricn~- 
ced railwayman--do you think that once the pipe-line compe~ 
tition was threatened there that it would have been fair to 
expect the Canadian Pacific to move that crude oil in 45 
barrel lots in a box-car at this pipe-line rate? 

Perhaps not, if they could get larger quantitics. 

Doe sn't it necessarily follow that it would be unfair to 
expect them to move a 45 gallon drum in a boxcar and they 
should very properly say, "Tf we have to move this at a 
pipe-line rate we should we it in trainload lots?" Isn't 
that fair? 
I don't see anything wrong, except I don't see why the same 
purpose couldn't be accomplished the other way, except maybe 
somebody they didn't want would get ea low rate along with the 
fellow that had a pipe-line ratc. 

Do you say it would be no more expensive for this railway to 
move hundreds and thousands of 45 gallon drums in box=cars 
than it would be to move a solid train of tank cars from the 


oil fields down to Saskatchewan? 
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A Iam afraid I don't understand the question. My whole 
point is it would be just as Cheap to move a hundred cars 


on @ car lot rate on specific billing as it would to move 


bay) 


hundred cars on a trainload rate, if they added up to the 
Same. 

Q What you say is, it was just as reasonable then to expect 
the Canadian Pacifie when they published that tariff to say, 
"We will carry your oil at 193 cents a hundredweight. We 
don't care whether you move it in 45 gallon drums or in 
trainloads." 

A If the result Showed they got the same amount of business 
under any other rate, then their opsration results would de 
identical. 

Q@ Iam interestcd to know that. It seems extraordinary to a 
layman. 

BY MR. GOUGH: I think you answered those questions very vaguely 
and go indefinitely that I have taken the permission of 
interjecting myself. The reason you gave for not wanting 
trainload rates in the Appalachian district of the United 
States was that it would be preferential or discriminatory 
against smaller shippers. Wouldn't that be absolutely cer- 
tain to follow any attempt to establish a rate on the dis= 
tance you would have in the United States in that territory? 
You know there have been a great many of those rates overe 
thrown by the Railway Commission, and all of them have been 
on that very point, they were discrininstory? 

A Oh, not all. They can upset them under sections 1 to 4, and 
16, of the Interstate Commerce Act. 

Q@ Have they done that? 

A Ob yes, suroly. 

The ones I have followed through have all been unest on the 

ground that they were discriminatory. 

A You have that Lake Cargo Coal case. That was not decided 
under sections 2 or 8, which are discrimination. That was 


decided under scction 1, which was unreasonableness. 
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» Oh, it might be unreasonable, but would it Dde possible do 
you think, within a space of 500 miles to establish a train- 
load rate which would not be discriminatory and would not 
be disallowed by the 1I.0.¢.? 

A If the I.C.C, follows the line of decisions that preceded 


this Black Strap molasses case, then the answer is a definite 


yes. 

Q That is one of the reasons why you don't favor trainload 
rates. The other is that you have got all the business 
there is there now and it would be pointless to reduce the 
rates because you couldn't get any more by competition? 

wa. (CO bs 


© Who would you compete with? 
A Didn't you ever hear of Illinois-Indiana Western Trucking? 


es; I am talking of course within your Appalachian terri- 


< 
© 
5 

Sj 


a 


4 Iam talking west of Chicago and St. Louis. 

& You do have competitive rates to St. Louis which are Lower 
than regulation? 

BY COMMISSIONER MORRISON: That is the missionary rate. 

& No, our rates arc not missionary rates. 

Q Oh yes, that is the depressed rate? 

& That's right. Under the law if the Gommissicn made it, 1% 
would be a good deal higher. 

BY MR, GOUGH: That's all I wanted. JI thought that you men-~ 
tioned those two reasons rather indefinitely and they didn't 
get them clear enough. 

MR, GOUGE continues brief: (Exhibit 227) 

(page 4446) 

From this table/it will be notcd that the average train load, 
which has beon inereasing, ran from 514 tons to 729 tons. This 
moans that ordinarily it would take between three and four tr“ ns 
of average loading to equal one train ot coal of #@,000 tons, 

By eliminating what would otherwise be two trains out of three, 
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be irrefutable. It will be noted fron the table that the 
average length of heul, of each train for that period ran from 
548 miles to 428 miles. The length or distance of e train 
movement is of grcat importance. On the averege, the carrier 
operated an average of five complctcd train trips, to trans~ 
port average freight over distance of e,000 niles. Every train 
movement means complete spotting or moving empties to place of 
loading, two full days use of the cars for loeding, weighing, 
waybilling, and train manifcst for cach train, spotting at 
destination and two full days for unloading cers, besides tho 
switching cn route necessary in transporting mixcd commoditics 
to about as many destinations as thore are cars on the train. 

The average car loadings shown of 27.18 tons per car 
during this period would require the use of 73 box cars to 
handle the same tonnege of 2,000 tons, which a coal train would 
handle easily with 50 cars or less. The number of cars in 
service is important in car rental, car ropairs, days use of 
cars for loading and unloading and switching charges. 

The average receipts per ton of freight handled over 
this seven year period is shown as 43.45. The rcturn per ton 
we suggest on a full train of 2,000 tons would be $4.50 to 
distributing point with added revenuc for distribution. Every 
ton loaded on this coal train is certain to bring in &@ revenue 
of $5.00 per ton or $1.55 more in revenue than the average ton 
of freight handlcd on the C.N.R. system. 

MR. GOUGH: That comparison is not quite so relative as 
it will appear. I am not pressing it because we are asking to 
take the train more miles and there should be more revenue for 
a longer distance than from 400. (Continues brief): 

The railway transportation departments of all these 
railways did not make any mistake when they calculated reduced 
freight ratcs, for trein load movement at 33% below ordinary 
one car traffic. 

In discussing the possible saving in multiple car move- 


ment, the I.0.C. in Petroleum Shippers vs. «lton, Vol. 243, 
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page 649, says:~ 


"The record clearly indicates that the total time 
required to switch a 25 car block handled intact is only 
a fraction of the total time required to switch 25 cars 
handled individually. 


"The reduced unit cost of handling cars in 25 car 
blocks intact, as compared to handling them individually 
Should be recognized. 


"We have stated previously that the cost of switch- 
ing is more clearly proportional to the number of switches 
made than to the number of cars which must be handled,.? 


On the subject of savings in wages, of a full trainload 


as against a small train, which might travel faster and cover 
& division in shorter time, the I.C.G. make the following obser- 


vations; 


RE See 


"The importance of logencbive 1044 jig: anunre> 
the facts that thewages -. trainmen u..4 engin¢.ien, which 
amount to about 40 censs per mile, are constant so long 
as it is not necessary to pay the crew at penalty rates, 
irrespective of the transportation produced by the crew. 
The cost of trainmen's and enginemen's wages per train 
mile, for example, from Purcell, Okla, to Arkansas City, 
154 miles is the same for 2 manifest train of 2200 tong 
using six hours, 15 minutes as it is for a drag of 2800 
tons using 12 hours. The game principle is applicable 
to some or the other train expenses." (Petroleum Ship- 
pers vs. Alton, Vol. e443, 2.6,Ce pase 6535), 


MR. GOUGE: Now that is due to a rule which applies in 
Canada, I think, that railroad men's wages are computed on the 
daily wage rate but made to conform with the travelled mileage, 
and if they make the trip in 6 hours and 15 minutes with a 
light train--and by the way, if you call 2200 tons a light 
train--the wages would be the same if they had 2800 tons using 
12 hours. The trainmen get the same amount of money for one 
or the other, and that is cited as a saving in handling the 
bigger trains. (Continues bricf): 

The writer is informed that the same plan of paying 


. . A 1 =e AR Bay 1 a . a wal < : 
trainmen applies in Canada. The wages for hauling a fully loaded 


be fac) SAF ° « th 
train over a division, which consumes the full period of allot 


ahi 
cate it would be for wovine © Vicht 
ted time, is no greaver than it would be for uct er 


oO er 
+ ANTAaAA Q apa made 7 Forn 
train, requiring half the time, because days are made to conform 


to milos travelled, irzespective of the actual time consumed, 


Sie 2 Se ee a = 7 ayn -R 71 pai 
To illustrate the advantago of full car and full train 


F ¢ 4 ime we roant “ft 
shipments, we might assume that at the same time we start a full 
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train of 50 fully loaded, 40-ton cars of coal, destined for a 
2,000 mile haul, the railways begins the shipment of 2,000: tons 
of miscellancous freight, to be handled on the basis of the 
average movenent, as shown by the statistics “urnished the 
Trade and Commerce Department. 

To begin with it would take 74 cars instead of 50 beerus: 


the average loading of misccllancous freight average 27 tons 


The average train load not freight is given as 695 tons 
pro-war; and to carry 2,000 tons would requiro threc and ono- 
third average trains. 

The average longth of freight haul is given.as $76 miles, 
whichwould @oquine 5.2/3 trims Am dee Aiete-- gu mia hoe 

DCP CLONG tT “bhiose S 1/2 tveains started from Bdmonto: 
average loadings and stopped overy $76 miles for compiete 
unloading and loading up, the Company wculd have used 17 aver- 
age trains in the service to transport 2,000 tons 2,000 miles. 
at the destination of overy car load shipment thore is a spot 
for unloading and two days full use of the car for this pur- 
poses. Po start again roeduires pot for Joading, wwo days Futh 
use of the car for loading, weighing, way billing, and switch- 
ing back into anothor train. In the accounting mace for the 
Railway Commission in 1927, the figures submittod wero fron 
the average cost figures made on averags Progen CGeands te ae 
one of the big items was maintenance and use of freight cars. 
Tf the samc or new cars were used at the end of every destina- 
tion and fonr fore Leee use of the cars were given, the cars 
would bo in use over twenty days doing nothing but loading and 


unloading. In that 1927 computation, the C.?P.R. submitted an 


eye ae A CANT Ee 
item for yard service, which is switching, which would amounu 
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ilinstrction would seem to indicate that in handling average 
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load train making continuous run, the switching would be elim- 
inated at 15 division points, besides the climination of switch- 
ing single cars any time. 

COMPARISONS WITH SOME OTHER PUBLISHED RuaTRS 

It would be manifestly unfair to compare freight earnings 
of frcight trains, with the reported earnings of passenger 
trains. The reported carnings of passenger trains, for the 
period of 1936 to 1942 inclusive, show a per train mile rovenme 
of only 2.00, which cmphatically sustains the carriers clain 
that passenger traffic does not pay. We desire to make no 
comparisons with rates, revenues or service which docs not pay 
@ profit. In passing it is difficult to understand why Mre & 
Mrs. Gadabout arc so painstakingly served, wit’ aeicttal warble 
stations, ,luxuriously appointed cars, fast time trains, port<:_. 
and dining car service, with trains given priority in right of 
way, all at much less than cost, while 4dam Sweater, striving 
to kecp industry going and the numerous consumer femily, arc 
charged with freight rates on all products and consumer goods 
to make up the passenger service loss. Passenger train cost and 
revenue afford no worthwhile guide in our study. we offer no 
suggestion of change, 

There arc, however, many published fvscight rates admit 
tedly profitable to the carrier, which do not and cannot bring 
in a train load profit revenue equal to Our prozonet 74-42 49» 
train for a coal train to Orillia. 

The oil train rate which we have mentioned beforc, between 
Calgary end Regina, is a good example. 


Calculations for a Train of O11 - 20 cars 


C. N. R. 
Rate 19¢ por hundred $3.80 per ton 
oo tons per ear gross 6125.40 per car 


Less 3¢ per mile, car rental ae 108,54 per car 
(net 
Bo GAYS por train $2713.50 per train 


562 miles $4.79 per train mile 
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CNR Sup. W-1922 to C.T.C. W1862 Item 1635 Py + Le 


Pulpwood anywhere Mileage rate 1200 miles 22g 

Por ton 2000 lbs. $4.40 per ton 
Minimum Wt. 50,000 (25 tons) $110.00 por car 
a? car train $2970 per train lwad 
1200 miles $2047 por train 


nile 
If we should caleulate a 50 car train instead of the 


average, the revenue would be only $4.58 per train milc. 


CNR W194i Sup to C.1.C. W 1862 Item 850 Pp. 74 

MR. GOUGH: This is a rate to which I wish to pay 
particular attention. I think it igs one of the wast I have 
cver seen. I hope to have some explanation for it from these 
people when they get on the stand. (Continves brief): 
Hardware and miscellaneous merchandise naming 42 separate arti- 


cles from Ammunition to Mineral Wool 


Winnipeg to Saskatoon Rate 77¢ 

Minimum 10,000 lbs. $77.00 per car 

27 car train $2079.00 per train 
470.3 miles $4.44 por train mile 


This is published as competitive with freight trucks 
and surely ought to win with this low rate for short mileage. 


Similar rates apply fron Winnipeg to Moose Jaw and Regina. 


Item No. 1110 P. 39 above quoted tariff 


Logs Carrot River to Regina Rate 8¢ 

2000 lbs. $1.60 , or ton 

Minimum 80 tons 'tlargest size car) $48,00 usr -er load 

27 car train pl296.00 per viain Joa d 
490 miles distance peOlO per train milo 


Here again if we should use 50 car trains the revenue 
would be only $4.57 per train mile 


Same Supplement CNR as above Item 635 


Fertilizer Stock Calgary to Vancouver Rate 30¢ 
One ton po 200 sane 
Minimum 60,000 (30 tons) G180,00 per car 


iy 4860.00 per train 
iverage train 27 cars $34. e ber tra 
1003 miles CNR $4,835 per train mile 
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Same Supplement CNR Item 640 P 63 


Fortilizcr for manufacture Calgary to Vancouver Rate 30d 


One ton pO OO per ton 
Minimum 50,000 (25 tons) p00» OO per car 

a7 cars average * 4050. OO per train 
Milcage 1003 fa, O03 per train mile 


Ssanc Supplement Item 1103 a 


Logs from Shames to Prinee Rupert (Competitive) § 33.00 per M. feet 


Gar LOsday iM. b21.00 per car 
10 car (quoted train) $210.00 per train 
Distance 76 miles $22.76 per train mile 


If we increase this quoted train 50% the 15 car train 


would yield but $4.01 per train mile. 


Same Supplement CNR Item 600 


Feed, animal & poultry - Calgary to Vancouver Rate 56¢ 
One ton $2 11.20 psx ton 
Minimum 30,000 lbs. vie eOO0 per car 
27 cars P4550 6 OO per train 
Distance 1003 miles BA, og per train mile 


Same Supplement CNR Item 1755 


Scrap paper Calgary to Winnipeg Rate 32%¢ 

One ton eee 

Minimum 30,000 lbs. G97,00 per car 

al cars 9°2632.00 per train load 
870.3 miles $3, OS per train mile 


If average train was raised to forty cars, the revenue 
would still be only $4.71 per train mile. 
Both Railways quote a rate on lumber from Vancouver to 


Halifax of 94g¢ per 100 lbs. 


One ton $18.90 per ton 
50,000 Minimum (25 tons) fare, 50 per Gar 
27 cars average train PLETO7T. 50 per train 


Distance 3411 milos $5273 per train mile 
BY MR, FRAWLEY: I suppose that is to keep the businces 
from going through the Panama Canal? 
MR. GOUGE: Well, the Panama Canal was blocked the last 
six years, nothing went through the Panama Canal, and that is 
when this freight moved. (Continues brief): 


S 


Tf we should inerease the train to 40 cars, which would 
be about 50% over average mixed train loading, in tL. ~r yoam 
Of 1942, the revenue per train mile would equal only $4.94 per 
train mile. This has been one of the heaviest items of traffic 


moved during the war years when profits have been highest in 
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operating history. 


An interesting comparison with some coal rates is possible, 


Cink nas 
Rate Drumheller to Saskatoon 14¢ - competitive $2.80 per ton 
Less switching charge from C.N.R,. 20 
Net rate per ton 2.60 per ton 
Minimum weight 40 tons 104.00 per car 
Average train load 27 cars 2808.00 per train 
612 miles 4,58 per train mile 


This calculation is made allowing for full capacity car 
loading 80,000 lbs., and for highest train load tonnage quoted 
for ordinary train loading. (See Y.Be 1943-44, Page 586) 


Coal, Drumheller to Stettler (Competitive) 


Rate 73 per hundred 1.50 per ton 
Less £0¢ per ton switching, 

C.N.R. - competitive 1.350 per ton 
40 tons per car 02.00 per car 
Average train load 27 cars 1404.00 per train 
262.2 miles 5.08 per trair milo 


Here again we have used the highest average of 1942 
train loadings and not the average for the past seven VEaArss 


HAY AND STRAW 


C.N.R. to Vancouver 


Drumheller to Vancouver 48%¢ 9.70 per ton 

12 tons, maximum loading 116.40 per car 

27? car train, average 4144.80 per train 

951 miles 5.00 per train mile 


Hay and straw have published INileage tariff applicable 
anywhere and the rate is 35¢ for 500 miles with a minimum of 10 
tons. On this mileage tariff a train load of hay, minimum 
weights would carn $3.90 per train mile, anywhere over 2 distances 


of 500 miles. 


SHAVINGS - WOOD 
Mileage Tariff LOOOM 8 633¢ $6.60 per ton 
Minimum 22,500 Lbs. 11% tons @ 6.60 74.25 per car 
50-car train at $74.25 per car 4612.50 per train 
1000 miles Se61 por train mike 


To keep this rate from showing too bad against the 
carrier, we figured on a 50 car train, instead of the avcrago 27, 
Many of the above illustrations are from Competitive 


Ratcs, some arc not. They do not, by any means, oxhaust the 


list, which is very numcrous. They are sufficient to show that 


avery large portion of the freight moving does not earn as much 


as 64.62 per train mile, which we suggest as fair for a train 
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load of coal from Alberta to Orillia, Ontario. These illustra- 
tions are for ordinary hit and miss short haul and small train 
shipments, whereas we have shown elsewhere the cost per train 
mile would be higher. Because a rate is Competitive docs not 
mean that it is not profitable. Our oxperience is that the raile 
way freight solicitors are as energetic secking traffic at the 
competitive rates as any other. 

In all our calculations for the through freight, full 
train shipments we have confined thc illustration to 2 2000 ton 
train. In the natural evolution of efficient railway operation 
this is not the maximum and will be oxceedcd in a very fow years. 
Way back in the year 1922 Mr. Mallory, before the Senate Commit- 
tec, fixed a train load at 1800 net tons and certainly we have 
inercascd efficiency and capacity more than 200 tons por train 
Since that time. The railways now are building new box cars 
With 100,000 1b. capacity and over, and both railways arc ace 
quiring dump cars with 120,000 lbs. capacity. With this movement 
00 and 60 ton cars, similar to the coal movement in the U.S.A.; 
mey be expected and soon. If we could move 50 cars of 60 ton 
loading or 8000 tons in one train the train mile revenue to 
Orillia would be $6.92 per train mile. With these larger cars 
it could be done now, with less double heading of locomotives 
than the C.P.R. uses crossing the mountains from Calgary to 
Vancouver. A 8000 ton coal train in the American coal trade is 
not unusual. 

COMPETITIVE RATES 

The writer has had no access to the library of decisions 
of the I.C.C. or the Canadian Board of Transport Commissioners, 
henee is not able to say exactly what these authorities have 
defincd as "Competitive Conditions". 

Without the guidance of any legal authority, we venture 
the opinion that the movement of Alberta coal to Ontario should 
be classed as positively competitive and call for rates on a 
competitive basis. True, the competition is between a Canadian 


commodity end an American commodity of similar nature brought to 
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the same market by american carriers. There is no question 
about the competition between theo commodity coal from the Unitcd 
States and the commodity coal from Canada, which compotition is 
now so scrious at present freight ratcs as to climinato the 
Canadian product and with it the froight haul, which might be 
enjoyed by the Canadian carriers. While the transportation be~ 
gins at two different points, they arrive at and compete in the 
Same area and at the same points. The competition is primarily 
& competition of transportation costs —- american vs. Cansdian. 

The fact that our Canadian carriers now get the short 
end of this traffic on a fraction of the American imports should 
not be of sufficient importance to alter the competitive nature 
of the main volume of the traffic for two reasons ~« 

(1) To forego the transportation earnings on a long 
haul, with the originators getting all the revenue, for the in- 
significant cut after the originating carrier has shared like a 
lion does, is swapping a birthright for a bowl of soup. 

(2) Judging by the mines! experience in Alberta, where 
highways are not so good as in Ontario, this short distance dis- 
tribution from Lake ports, may be undertaken by freight trucks 
to the complete elimination of our Canadian carriers. Even 
before the war, the competition of the trucker hauling coal 
for about 150 miles from the mines in Alberta in every direction 
was sO serious that special rates for short distances were 
piotiened to mect this destructive competition. No freight 
trucks can ever compete on the long haul, heavy traffic. The 
low competitive rates published between Winnipeg and the 
ee eee heréin quoted, show how serious this truck com- 
ee may become even up to 300 or 400 miles. These pro- 
bosde rates ghould be classed as competitive in nature. 

Our original bricf, with conclusions based entirely upon 
long and in some caseés conflicting evidence of per ton cost of 
transportation, modified by the application of the Train Load 
principle, we still feel, established beyond doubt the feasi- 
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& rate both low enough to be workable and high enough to be 
profitable. This study of train load revenue we believe makes 
the proof conclusive. 

Unless a negotiated rate can be arrived at by agreement 
with the railways, we again request that this Royal Commission 
recommend to the authorities to whom you will report, that steps 
should be undertaken to establish a rate such as we propose. 

BY MR. FRsWLEY: Does that last phrase mean that the recommnen= 
dation of the Commission should be a recommendation for the 
crection of a statutory rate by Parliament? 

MR, GOUGE: I wouldn't like to say that. Personally I don't 
like statutory rates. I haven't given up the hope yet that 
there might be such a thing as a negotiated rate with thesc 
railway companics,. 

© But failing that must there not be a statutory rate? 

4 Of course the matter will take its own course, whatever it 
might bee My own fecling now is that if this Commission is 
convinced that this mattor is feasible they should make a 
recommendation. I believe it could be done. I think the 
effect, the force of that recommendation would be such that 
the railways would be amenable to some kind of negotiated rate. 
I may be wrong. So I don't want to suggcst that we apply yet 
for any legislative rate. You will notice I have kept care- 
fully away from that, because I know how our friends feel 
about the grain rate in the West. The grain rate is 20% lower 


than the coal rate almost everywhere. 


CROSS EXAMINED By Mr. Dysart. 

@ There arc one or two things that aren't quite clear to the 
railways and we would just like to have the matter clarified. 
Mr. Gouge, you make several comparisons with other published 
rates? 


a 1986 
Q@ On pages 10 to 16 or 17 of your brief, and you make your 


galculations as to the revenue per train mile on the_basis of 
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~4.4.7 2am JGSse Gouge 
the mileage shown in each one of those examples. Have you 
taken on competitive lincs the mileage of the short linc or 
the mileage of the long line? 
[am taking the mileage of the rate quoted, and I mark it 
competitive if it is competitive. 
But you are aware that the railway with the short line hauls 
@ considerably shorter distance? 
{ am aware too that they make the rate to begin with and it 
is the option of the other to take it or not. where they 
take it, I take it they are satisfied to take it. 
That is perfeetly true, but where you take thc Canadian 
National, and you know that the Canadian Pacific can short 
haul the Canadian National, and the rates are competitive, 
you must be aware that the revenue per train mile is consider- 
ably higher then you have shown here? 
I know it is for the railway that has the shortest mileage. 
So that actually these illustrations are not quite as accurate 
as they would appear to be at first glance? 
Well, I state there that many of those are competitive rates, 
but I assume that thet doesn't make them unprofitable, 
I am not speaking about the unprofitablencss of the rates. 
You are predicating, as I understand it, your argument to 
this Commission that we should have train load rates on the 
basis that they would produce a revenue per train mile 
comparable or higher than rates earned on other commoditics, 
examples of which are quoted in your brief, and you repre~ 
sent to the Commission, for instance, that on a milcage of 


1003 between Calgary and Vancouver the revenue on fertilizer 


stock is $4.83 per train mile. What I ask you is, are you 
awere that the mileage on the Canadian Pacific is consider- 


ably shorter? 


On that particular item their revenue per train mile would be 


higher. 


But were you suggesting to the Commission that $4.83 is a 


representative figure? 
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& Is a representative figure for that quoted illustration, 

Q I suggest to you that it Only gives part of the picture, 
that part which relates to the line whose rates you quoted? 

4 I don't think I made any misreprescntation. I pointed out 
that many of these were competitive rates. 

Q I am not suggesting you have misrepresented anything. <All 
I am suggesting is that you are-only giving pert of the 
picture, and I presume you are prepared to admit that? 

4 Oh yes, there are plenty of rates in the book that are higher 


and lower, 


(Page 4476 follows) 
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4. But you are speaking for instance of the two railways 

instituting trainload rates, and you are arguing that:the 

revenue that the railways (both C.N.R. and C.P.R.) would derive 

from the handling of traffic in tho method you suggest, would be 
train mile 

comparable to the/revenue that they would derive from other 

traffic, and you givo these examples, anc I suggest that while 

thoy may be theoretically correct in relation to the railway 

with long distance hauls, and it is not correct in relation to 

the railway that has a short haul? 

a, There: are lots of rates that are higher and produce more 

revenuc. We aro dealing with something that is an emergency 

ratc and trying to find sonc rate that will bring coal down. 

I think that while they are handling a tremendous lot of freight 

now, that that docs not produce as mich revonue per train nile, 

that you might strain a noint here and give a rate as an 

enorgency measure. 

Q. Ian suggesting that I can understand what you are driving 

at and trying to get this Commission to recammend, and I. respect 

your opinion, but I would like to ask if you have any knowledge 

of the nileage on the C. P. R. between Calgary and Vancouver? 

ig kG 

. Suppose I say 641 or 642 miles? 

DeLee bole CLOS0s 

3. Taking the theoretic mileage, or tho actual mileage of 642 

instead of the 1003 milos which you used in the sccond illustra- 

tion on page 12 of this supplementary bricf, would you say 

$4.83 per train mile is the correct figure? 

4. Not for Canadian Pacific. 

3. It would be considerably higher? 

h,. ©3988. 

and that wold vrevail in each of these illustrations where 

there are two lines of unequal length? 

ne, LOS 


2 It would bo untrue for the line with tho short haul? 
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*. Tho line with the short haul sets the rate, and the othor 
immediately covers with the samo rate on their own line. I 
don't think they would do that unless it is worth while. 

BY MR. FRAWLEY - It means that, taking Mr. Dysart's exariple 
from page 12 of the supplenontary bricf, assuming the arithmetic 
to be correct, that the Canadian National ocarns $4.83 per train 
mile hauling this particular stock from Calgary to Vancouver, and 
they would leave it there for Mr. Jeffers to haul unless they 
thought it profitable. 

hee letaink, 

Ge «and they take it, although when the C.P.R. takes it they 
make more because the mileage is shorter? 

a. It works the other way. 

(4 The Canadian National hauls I suppose thousands of pounds of 
it at $4.84 por train mile? 

BY COMMISSIONER McLisURIN - It does not necessarily moan that 
that movenent is making money. 

BY MR. FRAWLEY ~- But Mr. Gouge is putting it to the Commission 
that they aro making $4.83 per train mile, and he says they 
should be happy to take $4.62 to haul his coal to Ontario. 

BY MR. DYSART - “hat do the Canadian Pacific say? 


4, They say wo cannot afford to take it. 


BY MR. GOUGE - I would call your attention to another tuning, 
he Saskatezn mto on coal. Tiere the shoe ston the “other foot, 
BY MR. FRAWLEY ~- Drumheller to sSaskatcon?. 


A, - $2.80 from Saskatoon. . The C.P.R. put the same rate although 
their mileage is longer. 

BY MR. FRAWLEY  - This is C.?.R. 44.58 per train nile. Does 
anyone know the C.N.R. milsage? 

4. 315, and the rate is $2.80. 

BY COMMISSIONER MORRISON = that is to caskatoon? 

ae LES 

4nd before you leave that yoint, they are competitive 
originating ,oints. Do you find the C.P.R. soliciting bus iness 


to shiv to Saskatoon in spite of those conditions? 
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+, I surely do.. I don't know that Mr. Jefferson would take 
any Objection to ny tolling you of a little instance. We ship 

a great deal of slack to tho University at oaskatoon, and wo 

rade a doal with tho railway companics that we would give each 
railway half. Thore aroso a contention over sone demurrago 
because the C.P.R, cars cone under dermrrage much quicker than 
the C.N.R, cars, 4nd the mine might work on Monday, and not on 
Tuesday or Jcdnesday, and thon work again on Thursday, and i 

we had a ©.?.R, car in wo always had to pay hoavy demurrage on it. 
I spoke to Mr. Drew about it threo or four times and he stated 
the yules to mo and said there was nothing ho could do. I said 
it was impossible to keep up the arrangement, because this is 

low cost coal and we can't pay demurrage on it. Then we started 
shipping more than half on the C.N.R. and we got a notice frm 
the C.P.R,. that from honceforth this coal Shipped via C.N.R. 
weuld not be switched without an extra switching charge, although 
the switch was within the four mile linit. It didn't worry us 
very much because the C.N.R, published the rate and we folt 

that they would protect us, which we asked them to ao. Ina 

few days we got a notice that this switching charge put on at 
Saskatoon was taken off. Wo have always tried to give the ©.P.K, 
the full 50 percent of that business whenever we could without 
any Serious loss, but they are very insistent upon getting it. 

BY MR. PRAWLEY - You don't find when they have the longer haul 
that they leave the business to the short haul? 

ne Noy 

BY COMMISSIONER McLiURIN - Is there anything very startling 


about that? 


No, 
BY COMMISSIONER McLiURIN - If I were running a railway business 


there might be a thousand reasons why I would want to haul coal 


to some place. 
BY MR. FRAWLEY - I suppose they will have the short haul on other 
business, What they miss on the swings they make up on the round- 


abouts. 
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BY COMMTSSTONER MORRISON -~ That is what Mr. Gouge is trying 

to make out. 

BY GOMMISSIONER McLAURIN - ds Mr, Dysart brought out on cross- 
examination, if wo are going to have an analysis of rates for 
rate purposes, you should in every caso take the short haul 

rate and not the long haul rato. 

BY MR, BRAWLEY = I certainly sce the forco of what Mr. Dysart 
eald, but a lot of traffic moves on this long haul and it can't 

be dismissed Lightly. 

BY COMMESSTONER McLaURIN - I don't want to interfero with your 
line of inquiry Mr. Frawley; but tho railways have made repre- 
Sentations to us Mr. Gouge, and you saw their briof and the charts. 
Hie ~ LOS 

% Evidently there is no such thing 26 a Solid train. itrain 

is 50 cars at one tinc, and 20 at another. Doos that now blow 

up the whole idea of having a SoOlia train, from a particular 
operating point of view? 

a, I don't think that will follow. I am very glad to have 

those graphs, and 1 want to enlarge upon then pefore this 
Commission. 

Q. Take say from a cortain division. On sone of the prairie 
divisions they can have say 100 cars or 75 cars, whereas with a 
graph with a rising grado they can have perhaps only 25 car trains 
north of Lake Superior. 

4, That appears on one graph only. On the other one, the C.N.K.,. 
Q. Take the C.P.R. graph first. Just to admit the question 

of principle that you will have different numbers of car trains 

in a solid train novenent. 

4, I won't admit that, because I don't think it would follow, 
because in the first place... 

Q I don't want to interrupt. You say it does not follow 
because you 4o not accept as authentic the information.. 

4. I an not questioning the Railway's statement. The reason 
why that graoh night be made to look a little worse than it 


aotually is, when the C.N.R. say they can take this trainload 
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the Hanna Division, (I know whore that is), aftor they are 8 niles 
out of Drumheller they are on the top, and that is always a 
double-headed proposition there. After this train reaches the 

top of the hill it will have no trouble on their graph fron 

there to North Bay. 

BY COMMISSIONER MORRISON  - Which is their graph? 

ne De Thoy make a cut off there in one illustration fron 

Capreol to Orillia in which they cut the train down to 48 cars 

in one place, but knowing the aptitude and the general habit of 
enginecrs in estimating what to allow as a margin of safety, I 
don't think they would have any trouble in taking the other two. 

I would hate to have the Comnission find that the ©.N.R, could 

do this, and the C.P.R. could not, 

BY COMMISSIONER McL.URIN - Even on the basis of the C.N.R, 
graph, you are down to 40 cars, are you not? 

Eo SoOute Ye, b think, From Capreol towards Toronto, that is 54, 

Fron Capreol to North Bay, that is another routo. Pron Drunheller 
to North Bay, outside of this first division here the CNR, is 
Clear, 

BY COMMISSIONER McLsURIN «=| To where? 

a5 To North Bay. 

Q. If we want to get the coal to Orillia wo can't leave it off 

at North Bay. 

i, There is a short distance there, 

[f we take the Orillia point we will run into this figure of 40. 

», 48. To the old Grand Trunk is slightly longer in mileage 
than from Capreol down. 

BY MR. FRAWLEY - [If you had known that, Mr. Dysart, you could 

have made your chart to show Orillia. 

MR. DYS:RT - It would not go into North Bay. From Caprool to 

Perry Sound and then to Orillia. 

BY MR. GOUGE - I have the miles worked out on that. I don't 

want to overlook this while I am discussing it with you. If we 
ake the mileage fron Capreol to North Bay on the C.N.R., the 


first division they say 48, which is only 2 less than our train 
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would carry, and I an quite sure the onginoers leave a margin 

of safety, and it would take those 2 cars. #ron there on, a 
distance of 85 miles, I am willing to say to the C.N.R. cut the 
train in two, and aid that 85 miles to the total train nileage 
and it gives you 470 I think by the train illeage if you cut 
that train in two over that last short section. 
BY COMMISSIONER MORRISON - Thore are one or two places in the 
chart where I sce 66 and 78. 
+, That means that they can carry more than the train called for 
if they wore called upon to do it, and it would not aad anything 
to the cost. 
&. You are talking about running trains to their maxirmmn efficiency 
and if they are running ovor these points, 66, 65, and 78, at 
less than thoir maximm efficioncy, which this chart indicates 
they are doing now.. 
A. li.don't think that chart has any indication of what they are 
doing now. That chart indicates capacity, not experience. 
%. As I take their brief, they are operating from their.own 
point of view at maximum efficiency. They certainly left the 
impression of how satisfied they were with their own efficiency. 
~. Let me tell you Mr. Commissioner, you can tell what the 
railways are doing now by reports in the railway statistics. 
They are not operating 78 car trains, because they would not 
have an average train movement of 27 if they were. 
BY MR. FRAWLEY - Mr. Knowles can tell us if they are operating 
there at 78 cars. 
BY MR. GOUGH - Here is the difference betwocn what they talk 
about and what we propose, and I want tu get this distinction 
Clearly before the Commission... This movement will not take 
anything off of the train movements that move now. This is a 
through train that mist go all the way and is guaranteed to carry 
so many thousand tons. Nothing can be taken on at Winnipeg, or 
nothing put off. It would be quite different if this was a 
mitinle car shipment that had to be included in other train 
load traffic, because it might interfere in some way with the 
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De ~4482- Jesse Gouge 
business. It will not break up anything, or add anything to or 
take anything from the present traffic. It Will go through all 
the way, under one billing to one cmsignee. It is possible, 

and that objection was met in the United States in this Alton 
case, that the shipment night interfere with some other traffic 
because certain amounts of oil were moving at that time over 

this same line. They expected to see the movement of oil which 
was already taking placc, withdrawn under the gencral movenent 
and put into the special train, and that would have the effcct 

of disrupting the present novencnt. But the Railway Commission 
said that was dealing with a temporary codition, which was 
changeable all the time, and this was made for a long term 
nattor, and the simple fact that it did disrupt their other 
movenents should not be allowed to nilitate against the adoption 
of the rate. Here we have not that situation. We will not 

put anything on their movenmont, or tako anything off. The 
traffic moving now would be the same as it has been. 

BY COMMISSIONER MoLAURIN = It needs crews; and if they have 
notive power on one division which will take 75 cars, this scheme 
on a 50 car basis invites inefficient movenent. 

a. Not so much as to use that same engine on a 2? car train. 

The average train now is only 27, and thoy use the same lLocono- 
tives. 

BY MR. PRAWLAY - You do contend that if they come to a 

division where the maximm calls for 70 cars, you suggcst that 
your 50 car train should go through that division? 

a. Yes, to one destination. 

%. It is obvious that that is cutting down the efficiency. You 
say 70 is a theoretical capacity, and they are not carrying 70 car 
trains? 

Oo, That is the reports they make to the Trade & Commarcs Connmigain 
BY COMMISSIONER McLAURIN - You have been here since we started 
Mr. Gouge? 

4, No, only vart of the tine. 

a I was looking at Mr. McHlvany's booklet. On page 26 he has a 
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lot of movements. Hate per ton from teynoldsville to Buffalo 1.56 


oe te pte ee in 
basen Lip “pt Aighien waebaide jovalg amie 
POA nS Wien Aisi tein ie ‘pets Ke vdeqe Mae i ger 
ee ee ae ee diinectts ond ab rqereee | 


a 


YP aewnotale jin tseinee pecatoder a Aftw 4nd Led daw tine Sige 


A Necktie gtd. GON" olvert ie oti” Sng ode eat Sh ote 
‘ENS ahoa? iginese aie 36 sold gene oY ord” Bae: em Isag 
Hideoe Onv thivegit ued ey Ga cers I od: tom bi vous aang Wes 
tee. dcew ad es oudie adi? hie VG ew cio’ ‘vernecoie ae 
ote To antsy Ges -1:' Saab eto ato Sarcigae eae 


cod eat RY hy iii cult OF Dow wae gunkvier Og ae 


OWN eet Tl See lois Rist of a MERU tect 2° 


Me RITE. dren 40 eh er. Bihbw oti ON wie” gre re es yoce gad pee 
tmicvie! gaytS?? Wake hert atesd tae De eae 
pies woe TS 2S ag cadens ave cold hee t-am dome Be Fak 2 


VO ose afi os © Rie ine -: $e eee ee wen itsyy“custags og 


' a 


~2ovlg 
Hed (epg Mer Ya Pant Pastas iD rd - Teel Wik Oe 
if Jugyee vey ates OF xet. ot c4o tiled can out @ tose J nodeivin 


DORIS Ve, Gybordd Sy Piete clase ‘ihe OR Ia 


4, 
i, 


Fo. geoph ie, oie iteel: Gilet’ ac “See eee epedveo ate 3 


Pr giiymsss Gort. oa gods) bor’: a teeten Beottorerds eat OY Ge 


a ey . s yee ee 4 Use fo ra - , i‘, 
ae ye evs tele - fis Fd ; re Pa, a 


, 


62 


t err Pv an. b y wees 
rae AW bore rah ree heat go Ss SU Tol AEST eA 
owl) gar to seée xine Yow 1G 


Be en 65 baud RO peta — tl te anbiete pew a 


Praga, sehr? at ci 4cb Yow ataccey ca? wl ted?’ Ve 


J olerad eal : ee ee eee ye, ta 


Ye +P ke $S$8aGL faontl ‘aod eG wand » 6s pent YOR vi Top 


iS, -4483-~- Jesse Gouge 
from Fairmont to Lake Erie ports $1.76, and so on, and tho 

rest of the rates are along tho same line There you have a 
group all fighting for business. 

o. Not fighting for it hard enough to reduce rates to get it. 
Y% ‘That is just what has beon going around in my mind. Fron 

| what I know of the snerican Railroads, I think they would fight 
protty darn hard: I can't imagine free enterprise in a more 
competitive picture than with those people. Certainly they 
have to stabilize and not just have dog eat dog. But on the 
basis of their figures mitiplying the mileage by eight tines 
it would setae as if the present rate from Toronto is not the mill 
rate. 

s. tL am not dealing with mill rates. 

Q. With the car mile rate from Montreal to Kingston, compared 
with the same distance fron Pittsburg to Lake Erie Ports, the 
per car mile revenue in Canada is lowor in that specific 
illustration than in the United States. 

Q. With coal moved on any economic terns fron West to Hast, I an 
naturally interested in your submission, but I have to be frank 
and I think you are selling me a bill of goods that is too good 
to be true. I might as well be realistic. 

2. “oe pay $1.50 for 70 miles. You say that includes a lot of 
service, bringing the empty around and weighing it, and 2 days 
to unload it. ind if 1t is only a short distance, they must 
be higher. 

BY MR. FRAWLEY - Your whole brief is premised on train miles. 
I would like to see these rates that Mr. McElvany refers to 
translated into rates comparable to the rates you have used. 

hee You. conre not Mo it on. siorteiatls 

BY COMMISSIONER McL..URIN - Mr. Kern admitted that you got a 
lower rate for a longer haul. 

A. The condition is perfect for getting full benefit of the 
long haul traffic. 

Q&. You would not attempt to make a comparison Of this kind 4s 


you were dealing with a short hal proposition? 
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dis Absolutely not. However, rogarding this inability of the 
C.P.R.. I don't want to question this graph, but I hardly 

believe that a great big railway systom like that, that has built 
a railroad over the top of the Rockics and operate through the 
Kicking Horse Pass with the efficioncy they do, could get 

Stymied with a couple of hills hore in Ontario. They can get 
over it and I am sure they will. 

@. I don't think we need to worry about one railway or tho other, 


if they are going to compote. 


BY MR. FRAWLEY I think you want to put Mr. Curtis on now to 


make a subsequent statement in answer to Mr. Gouge's brief. 


ue 4. CURTIS (Sworn) EXaMINED BY MR. DYSART 

%. Mr. Vurtis you are employed by the Canadian National Railways? 
os UBS, 

Q. What is your position? 

4, Research :ssistant, Department of Research and Development. 

“%e How long have youoccupisd that position? 

4, i have boon in that position since 1941. 

4. -ind what has been your experience with the Railway before that? 
4. I commenced with the Railway back in 1913 in the Oporating 
Department, and continued in that Department until 1923 when I 
became associated with our Burcau of Statistics, which compiles 
statistics for the Railway and for the Dominion Government. 

From then on in that department I held several positions, most 

of the time as Cost accountant. From that I transferred to the 
Department of Research and Development. 

Q. You were present in the room this morning and this afternoon 
when Mr, Gouge read to the Commission his supplementary bricf on 
coal transportation, which is Exhibit 227, and a copy of which 

I show you? 

q. Did you have an opportunity of reading that bricf bofore you 
came in today? 


4,. Very cursorily. 
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Q. Have you had an opportunity of making a study of it? 

4. Not completely; only partially. 

Q. Will you tell the Commission what your cursory study revealod? 
4. The statement on page 3 that the railways would rocoive a 
revenue of »4.62 por train milc for hauling Alborta coal to 
Ontario is incorrect and is basod on a misundcorstanding of tho 
train miles required in this connection. sctually this figure 
should be $2.31 per train mile. 

4, What is the reason for that? 

4, The reason is that the Domestic Coal Operators!’ ussociation 
have first assumed that the railway earnings for the haulage of 
a train of 2000 tons of coal from jlborta to Ontario would amount 
to 9,000, and then have divided this 49,000 by the distance 
1950 miles, and find as a result $4.62. 

Q. Is that method of calculation correct? 

Dee “tuleinots 

Q@. Gan you explain why not* 

u. The reason is that the Railways would have to provide 3900 
train miles in order to move this 2000 tons of coal. The reason 
for this is that the train and ongine crews and the locomotives, 
not to mention the cars which handle this coal, have all got to 
be moved back to their original starting points, and as present 
West bound traffic is not sufficient to fill presont west bound 
trains, it is clear that these additional west bound train miles, 
that is the train miles of the crews and locomotives that brought 
the coal Hast, that those additional west bound train miles will 
not have any traffic to handle except of course the coal empties. 
G. What is the effect of. that? 

A. The effect is that we have to include these additional train 
miles in finding the revenue per train mile of our coal) trada. 
9, And on the basis of the proper mothod of calculation that you 
have just described, what is the correct por train mile revenue? 
i, pe.5l. 

9. As opposed to #4,62 indicated in Mr. Gouge's supplementary 
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BY COMMISSIONER McLuURIN  - Is that just half? 

A, Yos. 

4. There should be some allowance made for that portion of the 
cars which would go back with a pay load? 

6, This has not anything to do with the cars, but it is a 
movenent of tho crews and locomotives. The Railway is split 

up into a scries of subdivisions, and whon you move a coal train 
you move a crew from the Westerly end to the Easterly end, and 
that has to bo brought back bofore you can move another train. 
Q. That crew goes back with a pay load? 

+» No, because wo have not sufficient west bound tratfic to 
fill our west bound train. We fill our East bound trains. 

BY MR. PRAVLEY - What do you mean by under current conditions? 
a. Present conditions. 

Q. War years? 

iv No. +normal. 

Q%. Contemplating peact time movement of coal? 

BY COMMISSIONSR McLsURIN -~ It is a natural thing between Toronto 


and Winnipeg to have a lot of dead-nead crews on east to west? 


G%. That is a very normal situation? 

A. We use the term dcad-heading of crews when we send them back 
on another train. These crews would not be dead-headed back in 
that sense because the locomotive and caboose would have to go 
back, and it takes just as mich to take them back as when 

taking the trainload east. 

3. In reaching the conclusion that the revenue per train mile 
is $2.31 and not $4.62 as shown on the top of page 3 of Mr. 
Gouge's supplementary hriof, ee have merely divided into the 


revenue which he says will be earned, $9,000., the train niles 


of S900; 


G. That is the correct method of obtaining a true picture of the 


Situation? 


a. That is right. 
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% Have you any othor comnents to mako with respect to that briof? 
a. The comparison of the #4.62 revenue peor train mile, which 
figure wo claim should be $2.31 for the movenont of Alberta coal 

to Ontario, that is the coiparison of this figure with tho average 
revenue por freight train milc for Canada as a wholo, is fallacious, 
because the rovenue tonnage carried by tho average Canadian 

freight train is only about a quarter or a third of our hypothetical 
coal trade. In 1942 the average froight train for all Canadian 
Railways had a load of 729 revenue tons and produced a revenue of 
~6.53 per train mile; not the $5.51 that was shown. 

Q. Whore does that figure of $6.35 cone fron? 

+. That is obtained by dividing the total revenue received by 
Canadian Railways for froight service by the train miles in the 

oY CL ent Sorv ioe. 

i. How about the theorotical and hypothetical coal train? 

4, Our coal train had a load of 2000 tons, but produced only $2.31 
per train mile. 

".. When you speak of tho coal train producing $2.31, is that 
Supposition that a train that would have a gross revenue of ¥9,000 
would produce ¥2.31, or is that an actual figuro? 

4. No, it is a supposition, the proposed coal train which would 
produce 99,000 would not us $2.31 for cach train mile we would 

have to run. . 

@, In other words you are accepting Mr, Gouge's statement that 

the train will earn 49,000 gross revenue, and you say that the 
revenue per train mile on the basis of the gross revenue will 

only bo $2.31? 

ie ethet teaqrieht : 

4 Will you continue? 


4, Had our average train boon as heavy as our coal train, it 
would have produced a rovenue of $8.96, a very mch larger figure 
than the $2.31 por train mile actually produced by the coal. 

i. Iwill leavo it at that. In other words if the trains of 
other commodities wore trains of 50 cars at 2000 tons, or whatever 
the figure was Mr. Gouge mentioned, thon it would produce a 
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~» that is right. 

ve Mr. Gouge makes reference on pagos 4 and 5 of his supplonentary 
briof to various itoms which hoe has hoadod "Cost of Operation 

per train mile", «ro thoso tho gross operating exponsos of the 
railway divided by the total train milos? 

a, They aro. 

4. Do they include just freight service, or passenger sorvice, 
or what? 

+. ‘They include the cost of passenger service as well. 

%. is that lower or highor than froight? 

4. Generally speaking, lowor. 

2. are they conparable? 

4. Dofinitely not comparable with a rate wuich is to be reecivod 
for coal, bscause those costs which Mr. Gouge has quoted will 
includo the cost of passSonger sorvice. and furthormore the 

rates quoted by Mr. Gouge aro for our averago freight train, and 
our averago froight train has a revenue load only about a third 
Of tae proposed cog] train. 

Q. -re you suggesting that tho coal train would cost threc tinos 
as much to operate as tho average train? 

4, No, not three timos as much, but certainly nore than the 
average train, and it is clear that the cost of this coal train 
por mile must be much highcor than the average train. 

4» Do you agrec with tho statement on the top of page 5 of 

Mr. Gouge's supplomentary briof to the effect that the railways 
would roceive a profit of 144%? 


Ls « N O 5 


because that is ontirely disposed of. 

i. By what you have just said? 

oS, LOS. 

4s a nattoer of fact it is quite possible at the rate he 
proposes that the railways would sustain a loss on the movomoent? 
An tile. 

3. Instead of making 144¢ profit they wold in fact sustain a 


Loss on the movoment at the rates Mr. Gouge suggests should be 


established? 
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BY COMMISSIONER MORRISON  - Probably? 


Yos, or possibly. 
EXM. BY MR. DYS.RT (continucd) 
Qe Say thoro was a saving of 33% om oest on trainload aovencnt as 
stated on page 7 of Mr, Gouge's suppleriontary brief. Have you 
any commonts? 
i, Yes, thero would certainly bo no 33% saving by reason of 
moveriont in trainload lots. This 33% has never been, and cannot 
be admitted as a saving by the railways, because it is not a 
cost figure at all. It is merely the difference between two 
sots of rates. 
4. «and not a proper criterian by which to judgo matters of this 
ing? 
feet. is it exactly. 
4« Have you made an analysis of the material cmtained on pages 
6 to 10 of this brief, and if so, have you any comments to make 
on that? 
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